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JOB  DEVELOPMENT  AND  THE  ECONOMIC 
FUTURE  OF  THE  SOUTHERN  TIER 


FRIDAY,  JULY  8,  1994 

House  of  Representatives, 
Subcommittee  on  Economic  Growth  and 

Credit  Formation, 
Committee  on  Banking,  Finance  and  Urban  Affairs, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  1:15  p.m.,  in  the 
City  Council  Chambers,  Government  Plaza,  Binghamton,  NY,  Hon. 
Paul  E.  Kanjorski,  [chairman  of  the  subcommittee]  presiding. 

Present:  Chairman  Kanjorski  and  Representative  Hinchey. 

Chairman  Kanjorski.  Today,  the  House  Subcommittee  on  Eco- 
nomic Growth  and  Credit  Formation  holds  the  eighth  in  a  series 
of  field  hearings  on  credit  availability,  job  creation,  and  economic 
growth.  Today's  hearing  will  focus  on  the  needs  of  the  New  York 
Southern  Tier,  particularly  Broome  County,  Tompkins  County,  and 
Tioga  County.  Much  of  what  we  learn  today  will  also  address  the 
needs  of  Ulster  County.  Today's  hearing  is  the  first  the  subcommit- 
tee has  held  in  New  York,  and  I  would  like  to  thank  my  colleague. 
Congressman  Maurice  Hinchey,  for  inviting  the  subcommittee  to 
the  Southern  Tier  of  New  York  to  hold  this  hearing. 

As  a  Congressman  who  represents  northeastern  Pennsylvania,  I 
feel  a  particular  affinity  for  my  neighbors  to  the  north,  the  New 
York  Southern  Tier.  The  area  I  represent  suffers  from  many  of  the 
same  economic  problems  as  the  Southern  Tier.  We  know  the  dis- 
advantages which  accrue  from  being  a  secondary  market  instead  of 
a  primary  market,  like  New  York  City  and  Philadelphia.  As  a  re- 
sult both  regions  must  develop  a  capacity  to  grow  fi-om  within. 

The  people  of  the  Southern  Tier,  particularly  the  26th  Congres- 
sional District,  were  very  fortunate  to  be  represented  for  most  of 
the  past  two  decades  by  an  extremely  thoughtful  and  hardworking 
and  admired  Member  of  Congress,  former  Congressman  Matt 
McHugh.  Like  Maurice  Hinchey  I,  too,  succeeded  a  Member  who 
served  for  several  decades,  who  was  a  living  legend  in  my  district. 
As  a  result,  I  know  how  difficult  it  is  for  a  new  Congressman  to 
live  up  to  the  high  expectations  and  the  standard  of  excellence  set 
bv  his  predecessor.  I  am  pleased  to  report  to  the  people  of  the  26th 
Congressional  District  of  New  York  that  they  have  once  again  cho- 
sen wisely. 

Maurice  Hinchey  has  already  made  his  mark  as  one  of  the  most 
knowledgeable,  determined,  resourceful,  and  respected  Members  of 
Congress  in  a  very  large  fi'eshman  class.  What  has  particularly  im- 
pressed me  about  Maurice  is  that  he  is  a  firm  believer  that  individ- 
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uals  can  control  their  own  destiny,  and  he  has  both  the  vision  and 
a  plan  to  build  a  better  economic  future  for  the  Southern  Tier.  Job 
creation  is  clearly  his  top  priority,  and  he  understands  the  many 
complex  elements  that  must  be  part  of  any  successful  job  creation 
strategy,  from  credit  availability  to  regional  cooperation,  job  train- 
ing, defense  conversion,  reindustrialization,  and  infrastructure 
repair. 

When  my  subcommittee  began  work  on  legislation  to  create  new 
jobs  and  businesses  by  promoting  the  transfer  of  emerging  new 
technologies  from  government  laboratories  to  the  private  sector, 
Congressman  Hinchey  was  one  of  the  first  Members  to  understand 
its  job  creating  potential.  He  offered  constructive  suggestions  to  im- 
prove the  bill,  and  he  was  the  most  single,  active,  vocal,  and  per- 
suasive advocate  for  the  bill  when  it  reached  the  House  floor  and 
was  approved  by  a  two  to  one  bipartisan  margin.  Maurice  asked  me 
to  hold  this  hearing  in  the  Southern  Tier  because  he  understands 
the  importance  of  bringing  together  Federal,  State,  and  local  offi- 
cials, area  business  and  labor  leaders,  academics,  and  economic  de- 
velopment experts  so  that  we  can  learn  from  each  other. 

All  too  often  people  view  congressional  hearings  as  inquisitions. 
This  hearing  is  meant  instead  to  be  a  learning  experience.  Each 
participant  brings  a  unique  perspective  to  the  problem  before  us  of 
creating  new  jobs  and  economic  prosperity  in  the  Southern  Tier  of 
New  York  and  areas  like  it  across  our  Nation.  The  advice  Con- 
gressman Hinchey  and  I  receive  today  will  help  us  advise  our  col- 
leagues in  the  Congress  on  the  next  step  we  can  take  to  increase 
job  creation  and  promote  sustained  economic  growth  both  here  in 
the  Southern  Tier  of  New  York,  in  northeastern  Pennsylvania,  and 
across  the  Nation  in  the  many  secondary  markets  that  are  similar 
to  these. 

Without  objections,  our  witnesses'  prepared  statements  will  be 
made  and  submitted  as  part  of  the  full  record  of  the  hearing.  After 
Congressman  Hinchey  has  made  his  opening  statement,  I  will  ask 
each  participant  to  identify  themselves,  and  then  to  summarize  in 
5  minutes  or  less  the  main  points  of  their  written  statements.  Once 
the  participants  are  done  with  their  opening  statements,  I  want 
this  to  be  a  very  free-flowing  and  open  dialog  where  everyone  feels 
comfortable  to  question  and  comment  on  the  statements  of  others. 

And  I  may  add  that  I  expect  you  to  do  so  to  myself  and  the  Con- 
gressman here.  So  often  the  appearance  is  that  we  are  above  chal- 
lenge. Hardly  the  thing.  What  I  want  to  really  indicate  is  that  both 
Maurice  and  I  are  more  acutely  aware  than  ever  that  what  we  take 
back  from  these  hearings  to  help  us  in  Washington  is  the 
insightftilness  that  you  will  give  us  by  questioning  some  of  the  atti- 
tudes we  have,  and  thought  processes  we  have.  So  please  do  not 
allow  us,  because  our  bench  here  is  just  a  little  higher,  to  make  the 
assumption  that  we  should  not  be  challenged.  Perhaps  we  want  to 
do  away  with  that  difference.  We  are  all  on  an  equal  plane,  a  peer 
group  here,  and  anything  we  can  learn  and  experience  would  be 
most  helpful. 

And  now  it  is  my  distinguished  pleasure  to  represent  the  distin- 
guished Congressman  from  the  26th  District  of  New  York,  and  my 
very  good  personal  friend.  Maurice. 

Mr.  Hinchey.  Well,  thank  you  very  much,  Paul. 


Mr.  Chairman,  I  sincerely  appreciate  your  kind  words,  and  I  am 
also  extremely  grateful  to  you  that  the  subcommittee  has  chosen 
Binghamton  as  the  site  of  today's  hearing.  I  am  anxious  to  hear  the 
testimony  of  our  impressive  set  of  witnesses,  and  I  have  only  a 
brief  statement  to  make  before  we  get  down  to  business. 

As  we  all  know,  the  Southern  Tier  faces  many  important  and 
complex  economic  challenges  in  the  years  ahead.  I  have  just  an- 
nounced the  results  of  my  1994  questionnaire  that  was  circulated 
throughout  the  26th  District,  and  it  is  clear  that  the  future  of  the 
economy  of  the  Southern  Tier  is  on  everyone's  mind.  Forty  percent 
of  those  surveyed  stated  that  they  are  not  optimistic  about  their 
economic  future,  while  only  35  percent  felt  that  they  were  optimis- 
tic. This  outlook  is  a  result  of  a  local  economy  that  has  suffered 
greatly  because  of  the  cutbacks  in  national  defense,  the  restructur- 
ing of  major  corporations,  and  the  recent  recession  which  has  made 
a  terrible  impact  particularly  on  the  manufacturing  sector  of  the 
American  economy.  I  believe  that  the  Federal  Government  must  be 
doing  more  to  create  good,  decent  paying  jobs  for  the  thousands 
that  are  out  of  work  in  our  area.  The  good  news  is  that  we  are 
working  hard  to  find  solutions  to  these  challenges,  and  this  hearing 
marks  an  invaluable  opportunity  to  explore  some  of  the  potential 
solutions  that  we  may  have  to  these  problems. 

Many  people  have  meaningful  suggestions  to  make  in  the  context 
of  that  questionnaire  that  I  mentioned,  and  I  feel  that  they  ought 
to  be  considered  in  Washington.  They  included  providing  low  inter- 
est loans  for  businesses  located  in  communities  impacted  by  de- 
fense downsizing;  expanding  and  improving  job  training  programs; 
and  a  variety  of  other  thoughtful  suggestions.  One  of  the  most  dra- 
matic results  of  the  survey  is  that  75  percent  of  people  responded 
supporting  the  Federal  Technology  Commercialization  Act  that  you 
created  and  sponsored,  Mr.  Chairman,  in  the  Congress.  This  is  a 
worthy  tribute  to  your  diligence,  creativity,  and  understanding  of 
the  value  of  good  jobs.  I  was  pleased  to  have  the  opportunity  to 
participate  with  you  in  the  fight  to  get  this  legislation  passed  by 
the  House,  and  I  will  continue  to  look  forward  to  the  opportunity 
to  work  closely  with  you  as  we  proceed  to  conference  with  the 
Senate. 

Another  issue  that  I  know  many  of  you  are  interested  in  is  the 
transfer  of  ownership  of  the  Broome  County  Industrial  Develop- 
ment Agency  of  the  Martin  Marietta  plant.  This  transfer  has  been 
approved  by  the  full  House  of  Representatives  as  part  of  the  De- 
fense bill,  and  this  week  I  have  personally  appealed  to  Senator 
Moynihan  as  well  as  Senator  D'Amato  for  their  support.  I  am  opti- 
mistic that  this  will  become  a  reality  before  the  end  of  the  year. 

These  steps  are  only  part  of  the  solution  to  the  economic  chal- 
lenges that  we  face  here  in  the  Southern  Tier.  I  want  to  reaffirm 
what  the  chairman  said  in  his  statement,  that  this  is  not  by  any 
means  an  inquisition  of  any  sort,  it  is  a  learning  opportunity  for 
us;  I  hope  for  everyone  participating.  We  have  assembled  an  im- 
pressive array  of  witnesses,  as  we  have  representatives  from  both 
the  Federal,  State,  and  local  levels,  as  well  as  people  from  the  busi- 
ness, academic,  and  labor  communities  here  in  the  Southern  Tier. 
I  look  forward  to  the  unique  input  of  each  participant,  and  again, 
Mr.  Chairman,  I  want  to  thank  you  for  traveling  up  this  way  from 


Pennsylvania  and  for  choosing  this  site  for  one  of  your  field  hear- 
ings. Thank  you  very  much. 

Chairman  Kanjorski.  Thank  you  very  much,  Congressman.  I 
have  to  say  that  maybe  I  should  give  a  transportation  report.  If  you 
are  traveling  on  81  north  or  south  a  lot,  time  was  lost  coming  up. 
It  is  a  tough  traffic  situation.  But  as  one  of  my  assistants  said,  ob- 
viously New  York  received  the  benefit  of  some  of  the  transportation 
money  most  recently  passed  by  the  Congress  because  you  are  out 
there  correcting  that  highway. 

As  the  Congressman  indicated,  we  have  an  impressive  array  of 
witnesses  today.  And  as  I  indicated  in  my  statement  if — we  will 
now  move  that  all  the  statements  of  all  the  witnesses  be  incor- 
porated in  the  record  as  if  fully  read.  And  I  will  ask  them — if  there 
is  no  objection  we  will  do  that,  and  I  ask  them  to  summarize,  as 
best  they  can,  for  about  5  minutes  those  statements.  Because,  quite 
frankly,  we  will  get  an  opportunity  to  read  them,  the  people  that 
read  the  record  will  get  an  opportunity,  but  we  will  not  get  an  op- 
portunity to  talk  to  these  people  on  a  formal  or  informal  basis  as 
we  would  like  to,  because  some  of  the  insights  you  may  have  may 
be  particularly  helpful,  and  we  will  have  the  benefit  of  your  written 
statements  for  as  long  as  history  occurs. 

So  at  this  time  I  would  like  to  introduce,  representing  first  ft-om 
the  Federal  executive  branch,  Mr.  Chester  J.  Straub,  Jr.,  Deputy 
Assistant  Secretary,  Program  Support,  the  Economic  Development 
Administration  of  the  U.S.  Department  of  Commerce.  Mr.  Straub. 

STATEMENT  OF  CHESTER  J.  STRAUB,  JR.,  DEPUTY  ASSISTANT 
SECRETARY,  PROGRAM  SUPPORT,  ECONOMIC  DEVELOP- 
MENT ADMINISTRATION,  U.S.  DEPARTMENT  OF  COMMERCE 

Mr.  Straub.  Mr.  Chairman,  Congressman  Hinchey,  other  distin- 
guished witnesses,  ladies  and  gentlemen,  thank  you  for  this  oppor- 
tunity to  appear  before  the  Subcommittee  on  Economic  Growth  and 
Credit  Formation  today  as  we  focus  upon  economic  conversion  and 
job  growth,  and  the  efforts  of  the  Economic  Development  Adminis- 
tration and  the  Federal  Government  to  assist  American  commu- 
nities to  adjust  to  the  needs  of  today's  global  economy.  And  Con- 
gressman Hinchey,  I  thank  you  for  inviting  us  to  New  York.  Being 
a  native  New  Yorker,  I  do  not  get  up  here  as  much  now  that  I  am 
down  in  Washington.  I  appreciate  the  opportunity  to  do  so. 

Mr.  Chairman,  I  commend  you  for  the  timeliness  of  this  hearing. 
The  challenges  facing  economically  distressed  areas  around  the 
United  States  today  are  vastly  different  than  they  were  just  a  few 
short  years  ago,  where  the  local  economic  development  needs  of 
many  of  America's  communities  once  was  purely  public  works  and 
infrastructure  to  enable  economic  growth.  Today  the  same  commu- 
nities are  faced  with  different  types  of  challenges,  including  in- 
creased competition,  both  domestic  and  foreign,  and  changes  in 
governmental  policies,  including  shifts  in  defense  spending  and  in- 
creased sensitivity  to  the  protection  of  the  natural  environment. 

These  new  challenges  have  impacted  dramatically  on  America's 
traditional  industries,  and  have  affected  every  community  in  this 
country.  And  with  these  new  challenges  comes  the  need  for  new  ap- 
proaches at  the  local.  State,  and  Federal  levels  to  government's  role 


in  supporting  local  economic  development  and  private  sector 
investments. 

In  response  to  these  challenges,  the  Clinton  administration  is 
pursuing  a  strategy  which  furthers  the  partnership  of  government 
and  American  industry,  promote  American  competitiveness,  eco- 
nomic expansion,  and  job  creation.  This  partnership  is  not  iust  one 
with  national  industry,  but  also  one  with  America  s  local 
communities. 

At  the  community  level,  future  prosperity  is  increasingly  a  func- 
tion of  the  effectiveness  of  government  and  industry  working  to- 
gether to  meet  the  challenges  of  economic  expansion  and  job  cre- 
ation, and  to  take  advantage  of  these  opportunities.  At  EDA  we  are 
redirecting  our  programs  and  tools  which  we  use  with  the  objective 
of  ensuring  that  economically  distressed  areas  and  regions  of  the 
United  States  benefit  from  the  new  Federal  commitment  to  pro- 
mote America's  globally  competitive  high  growth  industries. 

Since  its  creation  in  1965,  EDA  has  targeted  its  resources  to 
communities  suffering  high  levels  of  economic  distress,  and  this 
must  be  no  less  the  case  today.  As  the  Federal  Government  seeks 
new  ways  to  assist  U.S.  industry  to  remain  globally  competitive, 
EDA  must  use  innovative  new  tools  to  assist  those  communities 
which  are  outside  the  mainstream  of  economic  growth. 

This  economic  change  has  imdermined  the  traditional  economic 
base  in  many  communities,  and  created  tremendous  new  economic 
opportunities.  It  has  created  an  imbalance  that  cannot  be  ignored; 
that  many  communities  traditionally  in  the  economic  mainstream 
have  suffered  dramatically  over  the  last  generation,  while  new  eco- 
nomic opportunities  have  tended  to  emerge  elsewhere.  This  eco- 
nomic change  has  created  a  new  imperative  at  the  community 
level.  EDA  operating  at  the  local  level  insures  community  owner- 
ship in  the  economic  development  projects  which  it  funds,  and 
enhances  business  formation  and  expansion  in  distressed 
communities. 

EDA  is  working  toward  creating  financial  inducements  for  the 
growing  globally  competitive  industrial  sectors  to  invest  in  dis- 
tressed communities;  and  more  importantly,  to  create  industrial 
linkages  between  the  community  leadership  and  the  business  lead- 
ership so  those  companies  can  form  the  economic  base  for  the 
future. 

New  York  State,  with  its  vast  and  complex  economy,  presents  a 
particularly  difficult  challenge,  yet  also  many  opportunities.  In  the 
past  year  alone  EDA  has  provided  approximately  $7.2  million  in 
economic  assistance  grants  to  New  York  communities.  These 
grants,  have  ranged  from  $600,000  to  the  Western  New  York  De- 
velopment Corp.,  a  5-county  grouping  in  the  Buffalo  area,  to  pro- 
vide technical  assistance  to  subcontractors  and  suppliers  in  the 
automobile  parts  industry,  to  a  $4.5  million  grant  to  the  New  York 
State  Department  of  Economic  Development  to  assist  in  defense 
adjustment  activity  of  the  Long  Island  based  aviation  manu- 
facturers. 

EDA  is  currently  working  with  local  organizations  on  several 
projects  which  can  greatly  increase  the  competitive  economic  base 
for  New  York's  communities.  These  include  infrastructure  develop- 
ment for  incubator  business  assistance  centers  at  Ulston  Commu- 


nity  College  and  in  Duchess  County.  These  centers  will  work  to  fos- 
ter the  development  of  new  advanced  technology  businesses,  and 
expansion  of  existing  businesses  in  response  to  cutbacks  by  IBM  in 
staff,  and  reductions  in  research  and  manufacture  in  the  local  area, 
as  well  as  a  technical  assistance  grant  for  small  businesses  in 
Broome  and  Tioga  Counties  to  assist  in  adjusting  to  further  IBM 
defense  related  cutbacks.  These  and  many  other  projects  in  New 
York  State  are  examples  of  the  traditional  activity  of  EDA.  These 
will  continue  to  be  in  demand,  and  will  continue  to  be  an  important 
and  major  part  of  EDA  local  economic  development  efforts. 

But  in  addition  to  the  already  flexible  array  of  tools  at  its  dis- 
posal, EDA  needs  to  take  advantage  of  other  forms  of  innovative 
financial  assistance.  For  nearly  two  decades  EDA  has  provided 
grant  funding  for  not-for-profit  and  public  intermediaries  in  eco- 
nomically distressed  communities  across  the  country  who  estab- 
lished approximately  420  revolving  loan  funds.  A  total  investment 
of  approximately  $350  million  of  EDA  funds  has  leveraged  an  esti- 
mated private  investment  in  excess  of  $1  billion,  and  created  more 
than  100,000  jobs.  These  revolving  loan  funds  have  operated  at  the 
local  level  to  provide  flexible,  subsidized  financing  to  businesses 
which  represent  economic  development  priorities  to  local  commu- 
nity leadership.  Our  strongest  revolving  loan  funds  have  built  link- 
ages between  community  leadership  and  business  leadership  in 
these  communities,  which  have  aided  in  stabilizing  the  economic 
base  and  which  have  helped  to  prepare  these  communities  to  meet 
the  economic  challenge  of  the  future. 

In  general,  however,  the  revolving  loan  funds  need  to  be  more 
closely  tied  to  national  priorities,  and  have  suffered  insufficient 
funding,  lack  of  flexibility  with  available  financial  instruments,  and 
insufficient  liquidity  of  their  debt.  In  this  administration  we  pro- 
pose to  address  these  issues  by  linking  the  revolving  loan  structure 
more  into  the  national  priorities,  increasing  the  funding  levels,  and 
providing  flexibility  needed.  In  order  to  increase  financing  and  fa- 
cilitate liquidity  of*^ revolving  loan  debt  instruments,  EDA  will  need 
loan  guarantee  authority,  and  that  is  a  high  priority  of  not  just 
EDA,  but  also  of  the  Clinton  administration. 

As  an  economic  development  tool,  these  loan  guarantees  would 
be  a  catalyst  to  encourage  and  assist  private  sector  investment  and 
will  help  to  create  jobs.  EDA  would  provide  assistance  to  finance 
existing,  emerging,  or  expanding  private  firms  which  have  been 
identified  as  local  priorities  under  a  local  economic  development 
strategy.  EDA  loan  guarantees  would  enhance  the  ability  of  these 
firms  to  obtain  investment  capital  necessary  to  remain  or  to  be- 
come more  competitive  in  a  global  economy.  In  either  case,  the  loan 
guarantee  would  become  a  flexible  financing  tool  that  would  be 
used  in  risk-sharing  arrangements  to  enhance  community  economic 
development  priorities  that  result  in  long-term,  high  growth  job  op- 
portunity in  distressed  areas. 

As  seen  in  this  State,  the  economic  needs  of  local  communities 
are  as  varied  as  the  communities,  themselves.  The  Federal  Govern- 
ment can  most  effectively  assist  these  communities  through  a  part- 
nership of  public  and  business  leadership  which  leverages  private 
investment  many  times  the  amount  of  available  Federal  funds,  ex- 
pands business  activity  investment  by  local  intermediaries,  and  en- 


hances  private  lender  participation  in  community  economic  devel- 
opment. This  administration  and  the  Economic  Development  Ad- 
ministration are  committed  to  meeting  these  challenges  by  maxi- 
mizing Federal  leadership  and  participation  through  existing  EDA 
Programs,  and  needs  expanded  financing  authority. 

Mr.  Chairman  and  Congressman  Hinchey,  I  greatly  appreciate 
your  invitation  to  participate  today  in  this  forum,  and  look  forward 
to  working  with  you  in  the  subcommittee  on  these  issues  in  the 
future. 

[The  prepared  statement  of  Mr.  Straub  can  be  found  in  the 
appendix.] 

Chairman  Kanjorski.  Thank  you  very  much,  Mr.  Straub. 

Next  we  will  hear  from  Dr.  Richard  Van  Atta,  Special  Assistant, 
Dual  Use  Technology,  Assistant  Secretary  for  Economic  Security  of 
the  U.S.  Department  of  Defense.  Doctor. 

Doctor,  may  I  caution  you,  for  this  feedback  if  you  can  hold  the 
microphone  close  to  your  mouth,  a  little  higher. 

STATEMENT  OF  RICHARD  H.  VAN  ATTA,  SPECIAL  ASSISTANT, 
DUAL  USE  TECHNOLOGY,  ASSISTANT  SECRETARY  FOR  ECO- 
NOMIC SECURITY,  U.S.  DEPARTMENT  OF  DEFENSE 

Mr.  Van  Atta.  I  had  the  pleasure  of  appearing  before  your  eco- 
nomic growth  subcommittee  about  9  months  ago,  I  believe.  I  had 
to  prepare  testimony  then,  and  we  had  lively  discussion  during 
that  time.  I  appreciate  the  opportunity  to  come  here.  I  do  not  have 
prepared  testimony  today,  and  I  think  that  may  be  just  the  best 
thing,  given  the  environment  here,  open  discussion  and  that,  I 
guess,  snaring  of  ideas. 

Congressman  Hinchey,  I  welcome  the  opportunity  to  come  up  to 
this  part  of  New  York.  I  have  had  the  opportunity  now  of  visiting 
both  the  Long  Island  Sound  area  and  the  Rome  Air  Force  Base 
area  of  Utica.  There  was  a  very  good  conference  put  on  there  deal- 
ing with  dual-use  technology,  very  effective,  very  well  done.  And, 
of  course,  I  have  been  to  New  York  City  on  several  different  occa- 
sions dealing  with  technology  and  growth  opportunities  prior  to 
coming  into  government. 

But  this  is  a  nice  arena  for  this  hearing  and  a  very  important 
area  to  discuss  this  topic.  Because  one,  it  is  very  clear  that  there 
are  a  couple  of  things  that  make  this  area  sort  of  a  test  bed  for 
our  success — ^hopefully,  it  will  only  be  success.  First  of  all,  it  is  a 
diverse  area.  It  has  considerable  amounts  of  defense  business, 
doing  very  important  defense  work.  It  also  has  suffered  the  effect 
over  having  had  that  business  over  the  last  several  years  now  cut- 
ting back  substantially.  And  we  have  some  real  reasons  why  we  are 
doing  that,  both  budgetary  and  strategic  reasons. 

This  area  also  has  some  very  good  technological  capabilities  in 
commercial  industries.  We  have  been  involved,  as  you  are  well 
aware,  with  the  flat  panel  display  area.  The  Coming  activity,  in 
terms  of  providing  a  fundamental  world  infrastructure  for  the  glass 
that  is  needed  for  flat  panel  displays,  is  by  far  the  world  leader  and 
the  envy  of  the  Japanese  who  are  trying  to  compete  with  us. 

We  have  seen,  in  some  of  our  information,  very  special  attention 
the  Japanese  have  paid  to  try  to  figure  out  how  to,  let  us  say,  re- 
move the  dependence  they  have  on  Corning  as  a  world  supplier. 
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They  see  that  as  one  of  their  what  they  call  "Five  Tigers."  Turns 
out  the  other  four  of  the  "Five  Tigers"  are  also  infrastructure  areas 
of  flat  panel  displays  that  are  very  specifically  U.S.  company  domi- 
nated. We  understand  that  the  technology  capabilities  of  this  area 
are  robust,  and  the  universities  you  have  here,  and  Cornell  and 
others,  are  extraordinarily  good  assets  that  you  have  to  draw  upon. 

So  the  question  that  I  have  before  me  is:  How  does  this  fit  into 
what  we  call  our  dual-use  technology  strategy?  What  are  we  doing? 
Where  are  we  going  with  it?  Perhaps  we  could  go  into  it  a  little 
in  terms  of  our  specific  effort,  you  might  say  our  archetype  program 
of  the  flat  panel  display  initiative.  We  would  like  to  talk  a  little  bit 
about  that  here,  and  perhaps  then  a  little  broader  discussion  about 
the  TRP  and  other  kinds  of  programs  we  have  and  how  they  can 
be  made  more  effective  and  more  useful. 

I  was  in  California  as  a  neophyte  government  representative 
when  I  first  came  into  this  job  about  a  year  or  so  ago,  and  we  were 
asked  why  was  it  that  the  TRP  did  not  do  this,  that,  and  the  other 
thing  in  terms  of  venture  capital  representation,  business  inputs, 
and  so  forth.  And  I  said,  "Well,  there  are  a  lot  of  things  that  we 
could  have  done  to  make  it  perfect."  But  one  thing  we  did  do  is, 
we  got  a  program  together  that  is  in  the  process  of  disbursing  over 
half  a  billion  dollars  of  funds  for  technology  reinvestment,  with 
very  specific,  well-identified  program  goals  and  objectives.  And  I 
am  a  firm  believer  in  what  we  call  program  improvement  and  in- 
process,  in  situ,  if  you  will,  improvement  in  program  development. 
And  with  feedback  we  can  make  it  better  and  achieve  our  mutual 
goals  that  much  better. 

Let  me  tell  you  quickly  about  the  dual-use  technology  strategy 
that  we  have  put  together.  This  is  something  which  goes  back 
deeply  into  the  thought  and  mind  of  one  of  the  most  intelligent  and 
creative  Secretaries  of  Defense  that  this  country  has  ever  had.  Bill 
Perry.  When  he  was  selected  originally  as  Deputy  Secretary  of  De- 
fense Les  Aspin,  he  knew  very  well  that  one  of  the  key  under- 
pinnings of  Mr.  Perry's  thought  was  the  need  to  integrate  defense 
industrial  and  technological  capabilities  in  production,  R&D,  et  al, 
into  the  commercial,  industrial,  and  technological  industrial  capa- 
bilities of  the  country. 

And  this  is  not  something  that  is  new  to  Bill  Perry.  When  he  was 
the  Undersecretary  of  Defense  for  Research  and  Engineering,  the 
predecessor  to  the  USDA  job — the  Undersecretary  for  Acquisition 
and  Technology  today — ^he  had  already,  some  14,  15  years  ago,  laid 
out  the  blueprint  for  this,  and  in  fact  was  very  supportive  of  the 
Packard  Commission  for  revamping  DOD  acquisition. 

So  these  are  not  new  fly-by-night  ideas.  He  fostered  these  ideas 
in  his  work  on  the  Carnegie  Commission,  working  with  Mr.  Deutch 
and  with  Dr.  Flamm,  who  is  my  boss,  the  Principal  Deputy  Sec- 
retary for  Dual-use  Technology  Policy  and  International  Programs. 

These  ideas  first  of  all  formulate  as  a  basic  concept  that  defense 
can  no  longer  rely  on  specialized  production  and  research  capabili- 
ties that  cost  more,  produce  less,  and  take  longer  to  get  there.  We 
must  find  ways  of  linking  our  capabilities  that  we  need  for  defense 
into  what  we  can  get  out  of  the  civil  economy,  taking  advangage 
of  larger  scale  production  capabilities. 


Then  that  raises  some  very  interesting  questions.  One:  Can  it 
really  be  done?  Clearly,  there  are  experimental  issues  here.  Can 
you  get  real  defense  capabilities  and  systems  adequately  from  this 
kind  of  approach?  We  believe  that  is  the  case,  and  we  think  we  are 
well  on  our  way  to  demonstrating  how  this  can  be  done. 

Other  questions  come  out  of  this:  If  you  are  going  to  depend  on 
a  dual-use  technology  base,  where  you  are  focusing  on  the  commer- 
cial sectors,  that  means  that  you  have  a  stake,  from  the  firmest  de- 
fense standpoint,  in  the  healtn  and  well-being  of  key  sectors  of  your 
national  economy.  Now,  that  does  not  mean  we  are  not  interested 
in  and  will  not  draw  upon  foreign  technology  and  foreign  capabili- 
ties for  defense  capabilities  when  we  need  them  and  when  they  are 
available  and  when  they  are  accessible.  This  is  a  global  world  of 
economy  and  technology,  and  so  we  must  be  prepared,  in  order  to 
sustain  our  overall  defense  capabilities,  to  draw  upon  assets 
around  the  world. 

But  we  would  be  remiss  if  we  did  not  say  that  our  primary  focus 
and  need  is  to  make  sure  that  we  have  those  key  capabilities  with- 
in this  country,  and  can  draw  upon  those.  We  invite  foreign  compa- 
nies to  come  here  with  their  investment  and  establish  those  capa- 
bilities. We  do  not  dismiss  that.  Foreign  investment,  in  fact,  in  the 
person  of  companies  such  as  Kyocera,  which  is  a  ceramic  chip  car- 
rier company;  or  Sony,  for  example,  in  producing  in  the  United 
States  color  CRTs;  or  Thompson,  which  maintains  the  RCA  color 
television  facility  in  Bloomington,  Indiana,  where  I  went  to  college, 
are  examples  of  foreign  investment  in  technology  and  production 
which  create  jobs  and  do  create  good  capabilities  in  the  United 
States. 

But  we  also  want  U.S.  based  industrial  and  technological  capa- 
bilities. And  we  have  reasons  for  that.  One  of  the  major  reasons  is 
we  need  to  have  within  the  Department  of  Defense  intimate  access 
to  and  knowledge  of,  early  on,  new  developing  technologies.  When 
I  was  involved  with  dealing  with  the  issues  of  semiconductor  li- 
thography and  the  overall  semiconductor  technology  base,  we  had 
a  lot  of  discussions  with  IBM  about  the  amount  of  investment  IBM 
was  putting  into  lithography,  and  why  were  they  putting  so  much 
money  into  next  generation  lithography  and  working  with  compa- 
nies in  the  United  States.  Well,  the  answer  was  simple.  They  could 
not  depend  upon  access  to  the  foreign  technology  base  for  the  sec- 
ond generation  or  next  generation  lithography  tools  that  would 
make  their  generation-beyond-that  chip.  They  needed  to  have  that 
interconnectivity  and  relationship.  And  that  is  something  that  you 
do  not  get  when  you  are  dealing  with  companies  that  are  wedded 
to  foreign  competitors.  That  is  something  that  is  important  to  the 
commercial  industry,  and  it  is  very  important  to  the  Department 
of  Defense  that  we  have  that  kind  of  access  and  trust  relationship 
with  our  suppliers  and  their  suppliers,  as  well. 

We  also  need  to  have  assured  access.  This  is  a  major  issue  when 
it  comes  to  the  availability  of  technologies  in  offshore.  This  is  a  new 
world  we  live  in,  so  when  we  are  talking  about  assured  access  it 
does  not  mean  that  we  are  now  operating  on  the  same  scenarios 
that  we  were  when  we  had  a  Soviet  threat  that  had  global  reach. 
Then  we  had  to  be  concerned  about  the  near  instantaneous  knock- 
out of  suppliers  based  offshore.  But  we  do  have  to  have  strong  ca- 
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pabilities  here  that  assure  us  that  we  can  make  things  here  under 
circumstances  when  they  can  be  cut  off.  Clearly,  domestic  produc- 
tion capabilities  is  one  way  of  assuring  that.  That  does  not  mean, 
again,  "autoarchy,"  but  it  means  that  we  need  to  be  concerned 
about  our  internal  production  capabilities. 

Finally,  we  have  to  have  affordable  access.  We  need  to  be  able 
to  get  economically  available  to  the  Department  of  Defense  tech- 
nologies and  technological  capabilities  as  products,  commercialized 
in  the  product  base.  Fortunately,  in  many  areas  we  are  very  good 
in  R&D.  Flat  panel  is  a  case  of  almost  a  pernicious  example  where 
we  are  extremely  good  at  R&D.  We,  in  fact,  at  the  Department  of 
Defense  and  ARPA,  for  years  were  paying  on  the  order  of  $100  mil- 
lion a  year  for  the  world's  best  R&D,  but  we  almost  produced  no 
displays.  We  were  95  percent  dependent  in  the  commercial  indus- 
try, and  well  over  that  in  defense,  on  foreign  suppliers  for  flat 
panel  display  technology  our  domestic  suppliers  are  noncompeti- 
tive. That  is  a  real  problem,  because  that  means  defense,  when  it 
goes  to  the  defense  unique  capabilities,  is  paying  extreme  pre- 
miums, on  the  order  of  100  to  1  today  for  the  price  of  its  display 
relative  to  what  is  available  in  the  commercial  market.  So  it  is  not 
affordable. 

Over  the  long  haul,  using  domestic,  defense-unique  suppliers  the 
United  States  is  not  going  to  be  competitive  in  the  technology,  it- 
self. Because  the  small  defense-unique  capability  Defense  could  pay 
for  would,  one,  have  to  pay  for  its  R&D  on  its  own.  Against  a  $5 
billion  global  investment,  DOD  would  then  have  to  match  its  $100 
million  a  year.  Clearly,  that  is  not  going  to  keep  up  with  the  state 
of  the  art. 

At  the  same  time  the  commercial  industry  in  the  United  States 
is  not  at  a  point  where  it  can  do  anything  relative  to  the  R&D  base. 
We  need  to  have  a  change  state.  And  it  is  because  of  that  that  we 
initiated,  after  nearly  a  year  of  intensive  study,  the  flat  panel  dis- 
play initiative.  And  I  will  be  more  than  happy  to  go  into  some  of 
the  details  of  that. 

So  those  are  some  of  the  basic  issues  and  rationales  that  we  are 
dealing  with.  And  I  could  go  into  a  lot  more  detail.  As  part  of  this 
we  are  developing  and  will  have  out,  hopefully  quite  soon,  what  we 
call  our  dual-use  technology  plan.  This  is  in  process  working  be- 
tween Dr.  Flamm's  office  in  Economic  Security,  and  Anita  Jones, 
who  is  the  Director  of  Defense  Research  and  Engineering.  One  of 
the  key  elements  of  that  I  can  give  a  little  bit  of  presage  to  is  what 
we  call  our  Dual  Use  Technology  Application  Program  which  looks 
for  creative  ways  of  building  up  our  production  base  in  dual-use 
areas  that  are  directly  related  to  DOD,  but  also  have  impact  across 
the  broader  industry  and  focuses  more  specifically  on  the  issue  of 
commercialization.  Thank  you  very  much. 

Chairman  Kanjorski.  Thank  you  very  much,  Doctor. 

Mr.  HiNCHEY.  Thank  you. 

Chairman  Kanjorski.  And  our  next  witness  from  the  Federal  ex- 
ecutive side,  Mr.  Brian  Monroe,  Project  Director,  Office  of  Economic 
Adjustment,  Department  of  Defense. 
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STATEMENT  OF  BRIAN  MONROE,  PROJECT  DIRECTOR,  OFFICE 
OF  ECONOMIC  ADJUSTMENT,  DEPARTMENT  OF  DEFENSE 

Mr.  Monroe.  Thank  you,  Mr.  Chairman,  Congressman  Hinchey. 
It  is  a  great  pleasure  for  me  to  be  here  today^  My  name  is  Brian 
Monroe.  I  am  a  Project  Manager  with  the  Omce  of  Economic  Ad- 
justment, which  is  a  part  of  the  Office  of  the  Secretary  of  Defense. 
We  have  been  in  business  since  1961  helping  communities  that  are 
affected  by  defense  downsizing.  In  those  early  years  it  was  pri- 
marily base  closures;  today  we  work  with  a  whole  range  of  activi- 
ties, including  base  closures,  defense  industry  adjustment,  and  all 
types  of  other  adjustment  and  planning  challenges. 

Before  I  start,  I  would  like  to  offer  my  compliments  to  the  South- 
ern Tier  community  for  doing  a  fine  job  of  gearing  up  and  begin- 
ning a  process  of  recovery.  As  you  know,  you  have  lost  many  thou- 
sands of  jobs  in  the  course  of  defense  downsizing.  Your  response, 
which  we  have  been  a  partner  to  along  with  the  Economic  Develop- 
ment Administration  and  others,  has  developed  a  strategy  which 
we  think  is  a  model,  and  that  is  a  regional  strategy.  This  book  is 
available  here,  and  I  will  tell  you  in  a  minute  who  has  that.  And 
we  have  found  that  there  is  much  to  learn  here  about  how  you  go 
about  developing  a  strategy  to  overcome  what  is  very  much  a  struc- 
tural change  in  your  economy. 

I  would  like  to  recognize  a  few  folks  here  today  who  have  been 
very  effective  partners  in  this  process.  First  off,  sitting  on  my  left, 
Dennis  Allee  and  the  State  of  New  York's  Economic  Development 
Department  have  been  absolutely  critical  in  making  this  happen, 
as  well  as  a  number  of  efforts  around  the  State.  Working  with  Den- 
nis is  Fred  Paris  from  the  office  right  here  in  the  Southern  Tier. 
They  are  doing  a  fine  job  of  pulling  this  together  and  actually  ad- 
vancing the  art,  if  you  will,  of  adjustment  planning. 

A  key  funding  source  and  partner  in  this  is  the  Economic  Devel- 
opment Administration,  and  I  would  like  to  compliment  their  staff 
at  headquarters  here,  as  well  as  John  Marshall,  who  is  the  upstate 
New  York  person  in  that  business.  John  and  others  are  a  part  of 
a  number  of  these  efforts  all  around  upstate  New  York,  and  they 
could  not  happen  without  funding  resources  that  these  folks  help 
get  to  you  in  the  process. 

If  I  could,  I  would  like  to  sort  of  boil  down  what  we  do  in  our 
defense  industry  projects  by  talking  about  a  couple  of  themes.  Our 
most  important  theme — and  it  is  kind  of  our  mission,  if  you  will, 
with  communities — is  to  empower  communities  to  respond  effec- 
tively to  defense  downsizing.  And  what  I  mean  by  that  is  that  we 
in  the  Federal  Government  do  not  know  all  the  answers,  nor  do  we 
know  the  solution  to  your  economic  problem.  Rather,  we  feel  that 
we  have  the  tools  to  provide  to  you  to  figure  out  what  those  an- 
swers should  be. 

Communities  around  the  country  have  a  couple  of  common 
themes  as  they  search  for  those  solutions.  First  off,  they  have  been 
very  effective  at  developing  strategies  for  long-term,  sustainable  re- 
covery. While  these  strategies  do  not  result  in  immediate  jobs  pro- 
duced, they  are  very  important  roadmaps,  if  you  will,  for  how  to 
get  there.  We  found,  in  doing  this  since  1961,  that  if  we  do  not 
have  such  a  roadmap  your  success  will  be  haphazard  at  best.  That 
is  why  this  plan  I  pointed  out  a  moment  ago  is  so  important. 


12 

Second,  many  communities  are  now  very  good  at  helping  busi- 
ness become  better  at  what  it  does.  Today  the  issue  is  capital  avail- 
ability, and  certainly  that  is  a  common  theme  wherever  we  work. 
Simply  put,  defense  business  has  a  hard  time  going  to  banks  and 
getting  money  like  it  used  to.  I  was  in  Long  Island  yesterday  talk- 
ing to  a  defense  company  and  they  told  me  that,  even  as  an  estab- 
lished defense  company,  they  had  to  go  to  36  banks  before  they 
could  get  a  line  of  credit,  and  that  is  as  an  established  defense  com- 
pany. To  us,  of  course,  it  is  a  very  alarming  consideration. 

However,  it  is  not  the  only  problem  they  face.  Obviously,  defense 
companies  now  need  to  consider  dual  use,  as  my  colleague  talked 
about  a  moment  ago,  and  in  the  course  of  doing  that  they  need  to 
function  as  a  company  on  the  private  side  of  the  marketplace; 
hence,  they  need  to  market,  they  need  to  develop  better  business 
plans.  They  need  to  do  what  they  do  probably  at  less  cost  per  prod- 
uct. Communities  now  are  in  a  position  to  offer  companies  assist- 
ance in  achieving  those  goals.  They  are  able  to  tap  into  resources 
to  make  that  happen. 

And  finally,  although  I  think  it  is  probably  actually  the  first 
order  of  business  for  most  communities,  is  to  assist  those  workers 
who  are  affected  by  defense  downsizing.  But  we  see  that  first,  in 
the  line  of  activities  as  the  community  organizes  is:  Well,  we  have 
a  fire  to  put  out.  We  have  10,000  workers  who  are  being  laid  off 
by  McDonnell-Douglas  in  St.  Louis.  What  will  happen  to  those 
workers?  That  is  where  a  community  effort  can  effectively  reach 
out  to  them,  offer  them  retraining  activities  and  a  whole  variety  of 
assistance  that  can  really  make  a  difference  to  those  people  who 
are  affected  in  a  very  personal  way  by  this. 

To  those  of  you  who  would  like  to  know  more  about  the  whole 
area  of  defense  conversion,  the  Department  of  Commerce,  through 
its  Economic  Development  Administration,  in  partnership  with  us 
at  the  Department  of  Defense,  have  established  a  1-800  number 
administered  by  the  Office  of  Economic  Conversion  Information 
which  is  staffed  essentially  with  a  huge  data  bank  available  to  you 
to  call  and  find  out  what  the  state  of  the  art  is  on  any  number  of 
different  issues.  And  if  you  have  a  pen  handy  and  you  are  inter- 
ested, I  can  give  you  the  1-800  number  now.  It  is  1-800-345-1222. 

Calling  that  number  will  get  you  an  operator  who  will  plug  you 
into  a  whole  network  of  information.  If  you  have  a  computer  with 
a  modem,  it  will  also  tell  you  how  you  can  use  that  modem  to 
download  full  Federal  documents,  as  well  as  a  variety  of  resources 
that  you  may  find  helpful  in  the  course  of  your  thinking  about  this 
issue. 

Finally,  in  conclusion,  I  would  like  to  say  that  we  at  OEA  are  in 
this  for  the  long  run.  We  will  be  a  partner  as  the  Southern  Tier 
goes  about  this  process,  as  well  as  more  than  100  communities 
around  the  country  for  a  number  of  years  to  come.  You  need  to  be 
patient  in  this  process  because  it  does  take  awhile  for  it  to  fully 
work,  but  we  fully  believe  that  it  will  work  ultimately.  So  I  look 
forward  to  getting  to  know  you  and  to  getting  to  know  this  commu- 
nity better  as  I  learn  about  your  efforts  and  do  what  I  can  to  help. 
Thank  you  very  much,  Mr.  Chairman. 
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Mr.  HiNCHEY.  Thank  you,  Brian,  veiy  much.  Our  next  witness  is 
Mr.  Frederick  Paris,  regional  director.  New  York  State  Department 
of  Economic  Development. 

STATEMENT  OF  FREDERICK  PARIS,  REGIONAL  DIRECTOR, 
DEPARTMENT  OF  ECONOMIC  DEVELOPMENT,  STATE  OF 
NEW  YORK 

Mr.  Paris.  Thank  you,  Mr.  Chairman. 

In  the  last  5  years  the  Southern  Tier  region,  for  which  I  am  re- 
sponsible, which  includes  nine  counties  from  Homell  on  the  west 
to  Oneonta  on  the  east,  has  lost  14,000  manufacturing  jobs.  From 
Amphenol  in  Sidney  to  IBM  in  Endicott  to  Shea  Graphics  in  El- 
mira,  virtually  every  corner  of  this  region  has  felt  the  pain  of  cor- 
porate downsizing  and  defense  cutbacks. 

In  fact,  as  I  think  a  lot  of  people  know,  the  Southern  Tier  has 
the  second  highest  concentration  of  defense  dependent  companies 
in  the  State,  and  the  10th  highest  in  the  Nation.  In  Broome  County 
alone  defense  spending  has  dropped  by  80  percent  since  1985.  At 
the  present  time  in  the  Binghamton  MSA  24,500  people  are  em- 
ployed in  manufacturing,  which  consists  of  Broome  and  Tioga 
Counties,  we  have  reached  the  lowest  level  of  manufacturing  em- 
ployment appointments  since  its  peak  of  41,500  jobs  in  1982,  which 
represents  a  40-percent  drop  in  the  last  12  years. 

To  help  deal  with  these  problems,  in  1990  we  approached  the  Of- 
fice of  Economic  Adjustment  and  the  Economic  Development  Ad- 
ministration for  help  in  terms  of  preparing  an  economic  adjustment 
strategy.  And  with  that,  I  would  like  to  thank  Brian  and  John  Mar- 
shall and  all  the  folks  that  we  have  dealt  with  in  EDA  and  OEA 
over  the  years  for  all  the  help  that  they  have  given  us. 

That  report  has  been  completed.  Over  90  recommendations  were 
included  in  the  study.  To  help  move  that  into  an  implementation 
phase  we  went  back  to  OEA,  were  able  to  obtain,  with  the  help  of 
our  department  in  Albany,  some  money  to  implement  the  proposal. 
We  have  hired  a  consultant  who  is  approximately  halfway  through 
his  effort.  We  are  trying  to  wrap  up,  if  you  will,  the  initial  phase 
of  this  by  the  end  of  1994.  But  to  help  deal  with  this  issue  we 
brought  together  a  task  force  of  100  people  who  represented  busi- 
ness and  industry,  education,  government,  and  economic  develop- 
ment to  address  the  issues  outlined  in  the  study,  and  really  focus 
on  those  areas  that  we  need  to  concentrate  on  to  turn  the  Southern 
Tier  around. 

We  feel  strongly  that  it  should  be  a  private  sector  driven  effort. 
Along  those  lines,  we  have  a  core  industry  and  business  group  that 
has  identified  several  issues  that  the  educators,  the  economic  de- 
velopers, the  government  people  can  help  with  as  enablers.  It  needs 
to  be  a  private  sector  effort  if,  in  fact,  we  are  to  turn  things  around 
within  our  community. 

We  feel  strongly  that  the  way  to  do  that  is  to  increase  sales  and 
competitiveness.  The  hard  part,  of  course,  is:  How  do  you  accom- 
plish that?  Some  of  the  activities  that  we  are  involved  with  and  we 
can  see  that  role  as  being  priorities  from  our  standpoint  include  in- 
creasing the  accessibility  of  capital.  And  we  know  that  is  a  prime 
concern  of  this  community.  Some  of  the  things  that  we  have  done 
to  date  and  will  be  continuing  to  do  over  the  next  several  months 
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is,  the  professional  economic  developers  in  the  nine  counties  will 
come  together  and  form  a  regional  development  corporation.  They 
have  authorized  an  application  to  the  State  Urban  Development 
Corp.,  to  capitalize  a  revolving  loan  fund  for  working  capital  to 
help  fill  some  of  the  niches  that  are  not  being  currently  satisfied 
by  banks  and  other  sources. 

Additionally — and  as  a  matter  of  fact  we  just  met  this  morning — 
we  had  a  consortium  of  banks  from  throughout  the  region  that 
have  come  together  to  address  some  of  the  other  issues  regarding 
credit  formation.  We  are  hoping — and  this  may  be  unique,  I  think 
certainly  maybe  in  terms  of  New  York  State,  I  do  not  know  about 
the  country — ^but  a  public-private  partnership  concerning  seed  cap- 
ital formation.  We  hope  to  work  hand-in-hand  with  a  venture  fund 
that  has  been  established  in  the  Ithaca  area  to  see  if  we  cannot  ob- 
tain some  State  resources  that  could  be  coupled  with  that  to  help 
entrepreneurs  and  small  business  in  the  most  difficult  stage  of  de- 
velopment, which  is  the  zero  stage  or  the  first  stage. 

We  also  are  looking  at  a  loan  pool  of  banks  that  would  come  to- 
gether to  work  as  a  group  to  spread  the  risk  of  capital  so  that  com- 
panies looking  to  make  conversions  from  defense  to  commercial  can 
avail  themselves  of  additional  resources  that  currently  may  not  be 
available. 

And  last,  a  loan  loss  reserve  fund  with  the  help  of  the  State  to 
stand  behind  loans  that  again  deal  with  riskier  endeavors.  So  we 
feel  very  confident  that  in  the  near  future  we  will  have  some  addi- 
tional financial  resources  to  address  some  of  the  ills  that  we  do 
have. 

I  should  mention,  in  relation  to  that,  that  we  hope  to  and  plan 
to  submit  an  application  soon  to  EDA,  under  Title  IX,  as  a  result 
of  our  efforts  through  the  strategy.  One  of  the  items  that  we  hope 
to  address  is  revolving  loan  fund  resources  to  supplement  what  the 
State  will  provide.  So  we  are  hopeful  that  additional  resources  and 
help  will  be  forthcoming  from  EDA  in  that  regard. 

Another  major  concern  has  been  the  economic  development  deliv- 
ery system.  I  do  not  think  it  is  any  secret  that  businesses  at  times 
have  had  trouble  obtaining  assistance;  and  when  they  could,  the 
timeframe  in  which  they  had  to  deal  with  it  was  unrealistic,  they 
became  frustrated,  and  simply  left  the  system.  One  of  the  things 
that  we  are  hoping  to  do  locally — and  I  know  that  Congressman 
Hinchey  is  aware  of  it — is  that  in  collaboration  with  UnlPEG,  the 
Broome  County  Industrial  Development  Agency,  and  other  eco- 
nomic development  organizations,  is  to  form  the  Enterprise  Center, 
which  would  be  a  co-location  facility  in  downtown  Binghamton.  My 
office,  UnlPEG,  and  the  Broome  County  Economic  Alliance  will  be 
located  there,  hopefully  along  with  several  other  organizations,  to 
provide  essentially  a  one-stop  shopping  network  of  resources  for 
businesses  and  people  that  need  services  without  having  to  go  to 
10  different  agencies  to  find  out  how  to  avail  themselves  of  those 
resources. 

Additionally,  with  the  high-technology  incubator  which  I  am  sure 
Kay  Adams  will  speak  more  about,  we  are  trying  to  improve  the 
delivery  system. 

In  terms  of  helping  companies  become  more  competitive,  we  have 
several  efforts  underway  there  as  well.  One  of  the  ones  that  I  think 
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has  the  most  promise,  and  certainly  may  be  the  one  that  is  most 
difficult  to  accomplish,  is  the  formation  of  networks  and  consortia. 
We  have  a  predominance  of  certain  t)T)es  of  industries  in  the 
Southern  Tier;  electronics  packaging,  software  to  rail  transpor- 
tation, primary  and  secondary  wood  products,  and  biotechnology. 
As  part  of  our  strategy  implementation  plan  we  are  working  with 
various  companies  that  hopefully  will  form  joint  ventures,  work  to- 
gether in  terms  of  sharing  technology,  providing  a  basis  by  which 
to  create  products  and  get  into  markets  that  otherwise  bv  them- 
selves they  could  not  do.  Virtual  companies  is  also  something  we 
are  looking  at,  that  hopefully  will  be  an  outgrowth  of  this  particu- 
lar activity. 

So  I  guess  in  closing  there  are  a  number  of  initiatives  that  we 
have  ongoing  that  come  out  of  the  strategy.  I  do  not  think  without 
the  strategy  that  we  would  have  a  ray  of  hope  in  addressing  the 
issues  that  need  to  be  addressed.  I  like  to  think  that  we  have  the 
private  and  public  commitment  that  is  necesary  to  move  ahead 
with  a  lot  of  these  initiatives.  And  with  your  help  in  the  next  year 
or  so  we  will  make  some  fine  progress,  I  nope. 

[The  prepared  statement  of  Mr.  Paris  can  be  found  in  the 
appendix.] 

Mr.  HiNCHEY.  Thank  you,  Fred. 

Our  next  witness  is  Mr.  Dennis  H.  Allee,  who  is  the  senior  dep- 
uty commissioner,  Department  of  Economic  Development  for  the 
State  of  New  York. 

STATEMENT  OF  DENNIS  H.  ALLEE,  SENIOR  DEPUTY  COMMIS- 
SIONER, DEPARTMENT  OF  ECONOMIC  DEVELOPMENT, 
STATE  OF  NEW  YORK 

Mr.  Allee.  Thank  you.  Congressman. 

Fred  and  I  are  appearing  a  little  bit  as  a  tag  team,  so  I  will  be 
pretty  brief.  My  perspective  is  just  a  little  bit  different  from  Fred's 
because  I  oversee  a  number  of  the  State's  Economic  Development 
and  Industrial  Modernization  Programs  fi-om  a  statewide  perspec- 
tive, and  I  also  cochair  the  Governor's  Defense  Diversification 
Panel  which  has  been  in  existence  for  3  years.  I  am  not  sure  what 
I  can  offer  you,  Congressman,  except  that  I  will  try  to  translate  a 
few  of  the  needs  that  I  see  working  with  literally  hundreds  of  New 
York  State  companies  and  communities  every  day,  so  just  a  few 
suggestions  that  you  might  want  to  take  back  to  Washington. 

One  of  the  things  that  is  happening  in  the  Southern  Tier  effort 
that  is  extremely  important — Brian  Monroe  put  his  finger  on  this — 
that  this  is  really  a  very  carefully  conceived  effort  that  is  built  on 
strong,  strategic  underpinning  involving  a  lot  of  people.  And  I  have 
been  involved  in  the  strategic  adjustment  efforts  for  30  years  start- 
ing with  Senator  Javits  back  in  the  good  old  1970's.  And  the  only 
ones  that  ever  work  are  ones  that  have  really  quality  people  work- 
ing together  as  a  team. 

The  region  is  very  fortunate  because  my  boss,  Governor  Cuomo, 
has  committed  himself  to  this  entire  effort;  in  fact,  was  down  here 
3  weeks  ago,  one  of  many  visits,  and  met  with  all  the  leaders  in- 
volved in  the  adjustment  effort,  to  commit  to  them  his  whole- 
hearted support  of  what  is  going  on  here,  and  some  very  tangible 
resources  to  back  it  up. 
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The  region  is  also  extremely  fortunate  in  that  they  have  Con- 
gressman Hinchey  in  Washington.  And  Maurice  has  already  indi- 
cated— already  demonstrated  tremendous  support  for  some  of  the 
key  projects  here.  I  have  known  him  for  15  years  in  the  environ- 
mental planning  area,  and  there  just  could  not  be  a  better  person 
to  try  to  bring  home  some  bacon  for  this  whole  effort. 

The  thing  that  is  particularly  important  about  it,  though,  is  that 
it  is  also  a  team  effort  that  involves  not  only  Maurice  and  the  Gov- 
ernor, Fred  Paris,  but  the  Federal  agencies,  Brian  Monroe  from 
OEA,  the  EDA  folks,  John  Marshall,  nave  really  worked  with  us 
as  a  team.  And  the  lesson  to  take  back — and  I  will  try  to  be  as  gen- 
eral about  this  as  I  can — is  that  the  Federal  agencies  and  those  in 
Congress  who  are  passing  the  laws  ought  to  take  a  hard  look  at 
team  effort,  because  in  the  past  it  was  not  there. 

It  was  not  that  the  Federal  Government  was  not  doing  good 
things,  but  they  would  do  them  from  the  top  down,  and  they  would 
set  up  separate  systems  for  delivering  services.  And  they  did  that 
at  a  time  when  the  States  were  very  weak  in  this  area.  Some  of 
them  were  actually  backward.  Not  New  York,  but  some  of  the 
Southern  States.  And  we  have  gone  beyond  that,  because  what  has 
happened  here  now  is  that  the  locals,  people  like  Mark  Joiner  from 
Binghamton  and  the  State,  are  frankly  10  and  20  years  ahead  of 
the  Federal  Government  in  terms  of  what  we  do  in  the  area  of  eco- 
nomic development. 

So  it  really  behooves  everybody  to  try  to  see  if  they  can  somehow 
bring  the  State  resources  into  a  provocative  application  with  a  local 
level.  And  in  fact  OEA  and  EDA  have  been  doing  that  in  the 
Southern  Tier,  but  I  would  urge  you,  when  you  are  passing  new 
legislation  in  Congress  in  this  area,  to  put  in  very  strong  coordina- 
tion mandates.  They  may  sound  like  rhetoric,  but  they  are  ex- 
tremely important  not  to  duplicate  resources  and  not  to  create 
whole  new  systems  for  applying  resources.  That  is  sort  of  my  gen- 
eral thing.  And  I  think  you  have  got  a  model  right  here,  because 
we  are  working  as  a  team  with  Brian  and  John,  and  nobody  is  run- 
ning off  and  doing  their  own  thing.  And  that  way  we  bring  a  lot 
of  firepower  into  this  region  in  the  next  5  years. 

A  couple  of  specific  things.  There  is  a  whole  new  thing  going  on 
in  the  area  of  needs,  because  people  are  listening  more  closely  to 
their  customers.  And  the  kinds  of  tools  that  government  is  develop- 
ing to  respond  to  them  are  totally  different  than  the  past,  with  one 
exception,  and  I  have  to  mention  this  because  of  your  interest  in 
the  whole  area  of  EDA.  What  I  hear  in  every  region  of  this  State 
is  what  the  communities  want — and  even  some  of  the  companies — 
are  the  kinds  of  products  the  EDA  has  been  delivering  under  Title 
I  and  Title  IX  for  20  years.  Now,  that  may  be  surprising,  and  it 
is  even  surprising  for  me  to  say  it  because  I  am  more  on  the  cut- 
ting edge  of  some  of  the  new  things  that  are  going  on.  But  just  3 
years  ago,  as  you  know,  Maurice,  we  had  a  bond  issue  in  the  State 
that  failed  that  was  supposed  to  bring  in  resources  for  economic  de- 
velopment projects,  and  we  enlisted  over  $4  billion  of  projects  from 
New  York  State  alone,  I  think  something  like  half  a  billion  dollars 
frorn  this  region.  So  if  there  is  anything  you  can  do  in  the  long 
term  to  try  to  build  back  the  resource  levels  of  Title  XI,  which  is 
by  far  the  most  flexible  Federal  program,  and  Title  I,  the  old  Public 
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Works  Program,  it  would  be  a  tremendous  shot  in  the  arm  for  New 
York. 

In  the  area  of  defense  diversification,  my  only  suggestion  to  you 
is  that  we  have  been  at  this  now  for  4  tough  years,  starting  with 
the  Governor's  Defense  Panel  in  1990.  We  have  literally  worked 
with  over  300  defense  firms  on  a  daily  basis,  so  we  actually  have 
a  real  good  sense  of  what  they  need.  And  I  will  tell  you  what  they 
need:  They  need  some  technology;  they  need  some  of  the  dual-use 
things,  the  bigger  companies.  What  they  really  need  is  to  get  their 
act  together.  They  need  help  with  strategic  planning  about  where 
they  are  going,  how  to  run  their  companies,  where  their  markets 
are. 

And  the  State  has  drafted  some  programs  in  order  to  help  them. 
We  have  actually  helped  500  firms  in  this  State,  200  of  which  are 
defense  firms,  to  strategically  plan  for  the  future.  And  if  there  is 
any  way  that  the  Federal  Government  could  look  at  some  of  our 
programs  and  try  to  give  us  some  more  resources  to  help  out,  it 
would  be  tremendously  helpful. 

The  second  thing  we  have  learned  in  working  with  all  these  com- 
panies is  the  key  to  success  for  almost  all  of  them  is  going  to  be 
how  they  treat  their  workers  and  how  they  use  their  workers.  Five 
years  ago  I  would  have  been  shocked  to  hear  myself  say  that.  But 
the  small  companies  in  this  State  are  making  changes  they  need 
to  be  competitive  bv  restructuring  their  work  force  system;  by  mak- 
ing better  use  of  tneir  workers;  by  empowering  their  workers  and 
going  to  team  building.  And  I  must  tell  you,  Maurice,  that  there 
is  not  a  dime,  except  through  EDA,  that  comes  through  the  Federal 
Government  to  help  existing  companies — companies  build  with 
their  existing  workers.  And  it  is  the  biggest  void  that  we  see  at  the 
Federal  level.  And  with  a  $3  or  $4  billion  Federal  budget  going  to 
workers  who  are  out  of  work,  which  is  a  very  good  thing  to  do  to 
help  the  dislocated  workers,  we  ought  to  be  able  to  come  up  with 
some  resources  to  try  to  support  the  States  who  are  working  with 
companies  all  over  tnis  region  of  the  State  to  introduce  hign  per- 
formance work  organizations.  It  is  absolutely  critical. 

The  final  thing,  as  both  Fred  and  Brian  alluded  to,  is  the  need 
for  finance.  I  know  the  White  House  and  several  other  places  there 
is  some  question  as  to  whether  the  defense  industry  needs  financ- 
ing to  convert.  Let  me  tell  you  from  working  on  the  street  every 
day,  from  our  survey  of  over  400  defense  firms  on  Long  Island,  it 
is  a  big  need  in  this  State.  And  the  existing  programs,  although 
they  are  good  ones  like  SBA  and  some  of  our  State  programs,  are 
helpful.  They  do  not  really  go  to  the  core  of  the  problem.  And  I 
think  EDA — and  Chester  Straub  is  right  on  the  mark — you  have 
got  to  make  your  Federal  financing  programs  more  flexible.  We 
nave  gotten  tremendous  help  fi-om  EDA  to  develop  loan  funds,  but 
they  really  ought  to  have  the  authority  to  do  loan  guarantees  and 
other  kinds  of  mechanisms,  like  loan  loss  reserve  funds  whose  pur- 
pose is  to  leverage  private  sector  finance.  That  is  the  key.  And  we 
see  no  reason  why  the  Federal  Grovernment  could  not  do  that  and 
possibly  try  to  get  their  feet  into  the  whole  secondary  market  area. 
Our  defense  firms  badly  need  this  help.  We  are  developing  some 
pilots  with  SBA  to  find  State  resources  with  them  on  Long  Island 
to  see  if  we  can  fill  that  gap,  but  I  do  not  think  we  are  going  to 
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make  it  without  additional  Federal  support  in  the  form  of  EDA  or 
SBA  special  guarantees.  So  those  are  just  a  few  of  the  highlights. 

Mr.  HiNCHEY.  Dennis,  thank  you.  Your  point  about  the  top-down 
approach  of  the  Federal  Government  has  so  often  taken  is  I  think 
right  on  target.  But  I  want  you  to  know  that  we  are  making  some 
progress  in  that  regard.  I  am  reminded  by  staff  that  the  EDA  Re- 
authorization bill  which  has  passed  the  House  has  within  it  a  spe- 
cific provision  which  requires  the  kind  of  coordination  and  coopera- 
tion that  you  are  talking  about,  so  these  changes  are  beginning  at 
least  to  take  place. 

Our  next  witness  is  Mr.  Glenn  Carter  who  is  the  director  of  the 
Tioga  County  Economic  Development  and  Planning. 

STATEMENT  OF  GLENN  CARTER,  DIRECTOR,  TIOGA  COUNTY 
ECONOMIC  DEVELOPMENT  AND  PLANNING 

Mr.  Carter.  Thank  you,  Congressman  Hinchey  and  officials  of 
the  EDA  and  DOD  for  coming  to  the  Southern  Tier  of  New  York 
to  perform  this  opportunity  of  testifying  before  you  on  this  ex- 
tremely important  subject. 

One  year  ago  an  international  economic  consulting  firm  that 
Brian  spoke  to.  Economic  Research  Associates,  delivered  their  re- 
port on  the  EDA  funded  15  months  study,  concluded  that  Tioga 
County,  New  York,  and  surrounding  counties  are  eligible  for  the 
Title  XI  funding  due  to  sudden  and  severe  economic  dislocation.  To 
date,  13  months  later,  with  the  exception  of  the  recent  ARPA-NAP 
award,  not  $1  has  been  made  available  to  assist  our  economically 
depressed  area  which  is  suffering  primarily  from  DOD  cutbacks. 

The  present  economic  development  system  is  broken  and  needs 
major  repair.  A  quick  response  economic  development  delivery  sys- 
tem is  badly  needed.  Since  industry  creates  jobs,  we  in  government 
at  the  county.  State,  and  Federal  level  needs  to  understand  indus- 
try's problems  and  assist  them  in  their  competitiveness  issues.  The 
formation  of  the  Advanced  Resource  Project  Agency — the  ARPA — 
and  the  Technology  Reinvestment  Project,  TRP  as  spoken  to  ear- 
lier, are  significant  steps  in  the  right  direction. 

A  new  paradigm  to  economic  development  is  essential,  where  in- 
dustry takes  the  lead  role  and  forms  partnerships  with  government 
and  universities  to  regain  global  competitiveness  in  commercial 
markets.  Incentives  should  be  provided  to  businesses  by  govern- 
ment to  optimize  industry's  agility,  core  competency  development, 
productivity,  quality,  modernization,  and  work  force  utilization.  By 
that  I  am  speaking  to  training  and  managing  change. 

Incentives  would  be  provided  to  universities  to  develop  in-plant 
industry  competitiveness  programs  focusing  particularly  on  manu- 
facturing processes  and  product  development  cycles  that  was  spo- 
ken to  earlier.  This  emphasis  is  needed  since  technology  develop- 
ment is  very  costly  to  industry,  it  changes  rapidly  and  is  easily  du- 
plicated by  our  foreign  competitors,  as  we  have  experienced  in  the 
past.  Therefore,  assistance  is  needed  to  help  U.S.  industries  embed 
the  technology  into  products  much  quicker  than  what  we  have 
seen,  and  instead  of  meeting  requirements,  even  be  driving  with 
demands. 

Antitrust  legislation  also  needs  to  be  modified  to  reflect  global 
competitiveness  of  the  21st  century.  Existing  legislation  restricts 
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competitiveness  of  U.S.  industry  by  limiting  joint  venture  opportu- 
nities. The  Pacific  Rim  and  EEC  countries  provide  product  develop- 
ment subsidies  that  make  it  extremely  difficult  for  U.S.  companies 
to  compete  on  a  level  playing  field.  United  States  financial  institu- 
tions need  to  compete  with  foreign  banks  through  equity  relation- 
ships with  businesses.  High  risk,  front-end  financial  assistance  is 
also  badly  needed  for  small  startup  companies.  Enhancements  to 
the  Federal  Community  Reinvestment  Act  are  needed  to  improve 
the  quality  of  life  of  communities  by  providing  independently 
managed  revolving  fund  pools  to  help  high  risk  entrepreneurs  in 
startup  ventures. 

Educational  institutions,  business,  and  labor  groups  need  to  pre- 
pare our  work  force,  beginning  with  team  building  in  kindergarten 
on  through  college  and  into  the  work  place  in  self-directed  work 
team  development.  Churches,  community  groups,  labor  organiza- 
tions need  to  focus  on  family  unit  counseling  for  dual  working  and 
single  working  parents,  and  for  certified  child  care.  And  what  I  am 
saying  here  is  all — everybody  needs  to  get  involved  in  economic  re- 
vitalization.  Cooperative  extension  should  also  assist  economic  de- 
velopment, the  emphasis  on  transferring  direction  from  university 
classrooms  into  small  and  medium  businesses,  as  they  have  done 
so  effectively  in  agriculture. 

In  closing,  our  country  needs  a  very  clear  industrial  policy;  at 
best  today  it  is  laissez-faire.  We  all  need  to  work  together  to  make 
us  economically  secure.  Our  country  is  the  greatest,  and  I  am  con- 
fident with  government,  industry,  and  education  working  together 
we  are  up  to  the  task.  Thank  you. 

[The  prepared  statement  of  Mr.  Carter  can  be  found  in  the 
appendix.] 

Chairman  Kanjorski.  Thank  you  very  much,  Mr.  Carter. 

And  next — now  we  will  hear  from  Ms.  Kay  Adams,  executive  di- 
rector, UnlPEG. 

STATEMENT  OF  KAY  ADAMS,  EXECUTIVE  DIRECTOR,  UnlPEG 

Ms.  Adams.  Chairman  Kanjorski,  I  have  submitted  remarks  for 
review,  and  will  briefly  summarize  a  few  of  the  items  I  would  like 
to  highlight  in  those  remarks. 

UnlPEG  has  been  fortunate  to  receive  a  Federal  TRP  or  Tech- 
nology Reinvestment  Partnership  funding,  and  through  this  create 
a  Manufacturing  Extension  Partnership  Program,  which  is  truly  an 
example  of  a  Federal,  State,  and  local  partnership.  UnlPEG  will  be 
able  to  use  that  funding,  through  our  organization,  assistance  to 
defense  industries  as  well  as  the  other,  suffering,  subcontracting 
industries  in  our  region  to  help  them  become  more  competitive  in 
the  global  marketplace  of  today. 

We  are  truly  a  university/industry/public  partnership  for  eco- 
nomic growth,  which  makes  up  the  word  UnlPEG,  which  becomes 
the  name  that  we  use.  We  have  been  in  existence  as  a  private  non- 
profit since  1989,  and  our  activities  have  been  funded  and  sup- 
ported by  the  State  of  New  York  out  of  the  Science  and  Technology 
Foundation  Program.  This  particular  program  has  allowed  us  to  be- 
come part  of  the  service  to  industry  deployment  side  of  New  York 
State  for  Technology  Development  Assistance  and  Industrial  Eflfec- 
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tiveness  Program  and  now  the  Manufacturing  Extension  Partner- 
ship Program. 

As  part  of  what  we  call  the  New  York  MEP  Program,  UnlPEG 
will  provide  a  wide  range  of  technical  and  business  solutions  result- 
ing in  what  we  believe  will  be  long  term,  tangible  benefits  to  small 
manufacturing  customers.  The  specific  goals  will  include  the  im- 
provement of  financial  results  for  our  customers  and  our  clients. 
We  would  like  to  see  them  have  above  average  customer  satisfac- 
tion with  our  programs,  and  in  the  long  range  we  hope  to  delight 
our  customer  base  with  our  services. 

You  have  heard  from  Fred  Paris  and  Dennis  Allee  about  our  eco- 
nomic activity  and  what  we  have  suffered  in  the  way  of  downsizing 
in  our  region,  and  I  do  not  think  there  is  a  need  to  repeat  them 
at  this  point  because  you  do  have  those  numbers.  But  I  would  like 
to  emphasize  one  specific  piece,  and  that  is,  that  roughly  one  in 
five  high  paying  manufacturing  jobs  has  disappeared  fi-om  our  re- 
gion since  September  1988.  We  find  that  has  been  very  discourag- 
ing to  the  industries  that  are  part  of  our  economic  base. 

UnlPEG,  which  as  I  indicated,  has  an  industry  led  board  of  25 
members  plus — we  have  35  members  that  are  industries — and  we 
anticipate  that  this  board  and  our  industries  will  be  participating 
in  both  the  delivery  of  our  strategy  plan  and  in  the  development 
of  what  we  perceive  to  be  the  strategy  providing  for  these  limited 
services. 

Our  identified  target  population  has  been  developed  from  ap- 
proximately 896  manufacturing  companies,  and  out  of  that  base  we 
have  122  defense  dependent  companies.  That  number  may  seem 
like  it  is  large,  but  in  New  York  State  we  are  the  second  largest 
defense  dependent  area.  And  these  122  defense  dependent  compa- 
nies employ  23,722  workers,  and  they  also  generate  over  $26  billion 
in  revenue.  And  since  these  companies  are  what  we  consider  to  be 
the  base  of  our  services  provision  group,  they  are  going  to  be  our 
first  target  group  to  help  within  this  first  project  year. 

If  you  have  reviewed  New  York  State  Department  of  Economic 
Development  strategy,  you  will  see  that  we  have  an  abundance  of 
excellent  regional  resources  that  we  can  work  with.  We  intend  to 
use  these  regional  resources  to  match  industry  needs  fi-om  the  uni- 
versity, or  industry,  or  public  partners. 

We  have  worked  over  the  last  several  years  through  the  NY 
State  Department  of  Economic  Development  economic  regional 
strategy  group  to  identify  these  partner  organizations,  and  to  un- 
derstand exactly  what  they  can  supply  to  us  and  exactly  how  we 
can  service  but  not  duplicate,  activities  still  forward  to  making  this 
a  stronger  entity  through  the  use  of  these  existing  resources. 

New  York  State  has  been  a  very  successful  State  in  utilizing 
these  Federal  resources  because  we  have  had  the  benefit  of  having 
a  very  well-defined  university/industry  program  through  the  New 
York  State  Science  and  Technology  Foundation.  An  example  of  the 
foundations  programs  are  the  Center  for  Advanced  Technology  Pro- 
gram. Alfred  University,  which  is  one  of  our  Center  for  Advanced 
Technologies  universities  in  glass;  Cornell  University,  which  has 
the  Center  for  Advanced  Technology  in  biotechnology.  We  also  have 
Binghamton  University,  which  is  the  Center  for  Advanced  Tech- 
nology  in    electronic   packaging.   Through    these   programs,    those 
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three  universities  are  creating  a  strong  research  and  technology 
base.  NYS  also  has  an  abundance  of  community  colleges  and  a  base 
of  other  very  capable  colleges,  other  resources  that  UniPEG  can 
draw  upon  our  programs.  We  do  not  intend  to  duplicate,  we  intend 
to  utilize. 

We  have  begun  to  survey  the  industries.  We  have  identified  a  lot 
of  the  issues  that  they  feel  are  very  important  to  them.  We  intend 
to  use  this  as  part  of  our  strategy  for  implementation  of  this  pro- 
gram and  development  of  how  that  strategy  is  going  to  interface 
with  the  partners  that  we  have  identified  through  the  universities, 
colleges,  the  industries,  and  our  board.  Putting  together  that  strat- 
egy plan  has  become  a  very  momentous  task,  but  one  that  is  going 
to  be  completed  very  expeditiously  as  our  target  start  is  within  the 
next  30  days  to  identify  that  process  and  move  forward. 

Results  of  what  we  found  today  I  thought  might  interest  you  be- 
cause it  emphasizes  things  that  have  been  addressed  by  several  of 
our  previous  speakers.  New  markets  for  existing  products;  needing 
to  improve  profitability;  new  profits  for  existing  technologies.  And 
that  again  speaks  to  Dr.  Van  Atta's  dual-use  technology.  Quality 
management  systems  and  strategic  planning,  which  has  become  a 
very  major  factor  in  identifying  how  a  defense  dependent  company 
might  begin  turn  around  and  become  a  very  successful  commer- 
cialized company. 

We  have  also  found  that  two  specific  targets  to  be  issues  that  are 
first  on  the  industries  and  our  agendas.  First  is  marketing  efforts, 
second  is  technical  and  management  services.  We  are  identifying 
our  program  to  meet  these  needs.  I  would  be  very  glad  to  share 
with  you  our  final  strategy  plan  which  will  be  ready  in  30  days. 
We  have  broken  it  down  into  four  blocks  that  we  consider  to  be  of 
equal  importance:  Analyze  block,  development  block,  the  compete 
block,  and  the  growth  block.  And  we  feel  that  all  companies  will 
be  able  to  be  assisted  through  one  of  these  programs  in  a  long-term 
comprehensive  manner,  where  UnlPEG  will  address  all  the  compa- 
ny's needs  and  no  longer  look  at  a  company  in  terms  of  just  fixing 
one  specific  problem,  but  going  in  and  actually  working  with  the 
company  on  a  long  term  basis,  and  being  part  of  that  company's 
total  growth  and  total  move  forward  into  success 

We  thank  the  subcommittee  and  we  thank  all  of  you  for  listen- 
ing, and  specifically  would  like  to  thank  Mr.  Hinchey  for  all  of  the 
assistance  that  has  come  to  us  through  these  beneficial  programs 
and  what  we  see  is  a  way  of  helping  industries  become  very  suc- 
cessful in  the  future.  I  would  like  to  close  by  thanking  the  sub- 
committee for  allowing  me  to  present  these  remarks. 

[The  prepared  statement  of  Ms.  Adams  can  be  found  in  the 
appendix.! 

Chairman  Kanjorski.  Thank  you  very  much,  Ms.  Adams. 

And  now  we  will  hear  from  Mr.  Jeff  Brooks,  Chair  of  the  Com- 
mercial Competitiveness  Council,  Binghamton  University. 

STATEMENT  OF  JEFF  BROOKS,  CHAIR,  COMMERCIAL 
COMPETITIVENESS  COUNCIL,  BINGHAMTON  UNIVERSITY 

Mr.  Brooks.  Thank  you,  Mr.  Chairman,  Congressman  Hinchey, 
and  thank  you  very  much  for  this  very  public  forum  which — in 
which  it  is  implicit,  I  think,  the  cooperation  at  the  regional,  State, 
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and  Federal  level  that  is  embodied  in  so  many  of  the  programs  that 
we  see  in  the  community  today. 

You  have  heard  brief  mention  of  our  regional  strategy  first  by 
Brian  Monroe,  then  by  Fred  Paris  and  others.  What  they  did  not 
tell  you  is  that  we  have  had  a  regional  strategy  here  for  at  least 
a  decade.  We  did  our  previous  regional  strategy  in  1983.  That 
strategy  had  in  it  seven  major  components.  Over  a  7-year  period 
we  were  able  to  implement  all  except  one  of  those  components,  and 
the  last  one  I  think  we  are  putting  in  place  now. 

The  objective  at  that  time  was  based  on  a  realization  that  our 
economy  was  very  fragile,  and  was  hinged  on  some  very  specific 
areas  of  manufacturing,  and  particularly  high  technology  and  de- 
fense. We  recognized  that  as  being  somewhat  dangerous,  and  there- 
fore we  put  in  place  some  agencies  and  programs  that  we  thought 
would  be  beneficial  for  delivering  a  mechanism  to  transgress  to 
something  else.  One  of  the  agencies  we  put  in  place  was  the  one 
Kay  Adams  serves  now,  is  the  very  successful  UnlPEG  agency. 
What  that  means  is  that  a  strategy,  in  itself,  or  a  plan  is  not  suffi- 
cient to  guarantee  a  success,  because  the  numbers  that  Fred  gave 
you  indicate  that  our  economy  is  not  as  healthy  as  it  was  at  that 
time,  and  what  has  seemed  important  in  that  first  strategy  has  be- 
come urgent  today. 

Our  strategy  does,  however,  give  us  a  roadmap,  as  Brian  men- 
tioned, to  get  to  the  future.  And  as  others  have  mentioned,  it  is 
hinged  on  the  fact  that  industry  is  going  to  give  us  leadership  and 
guidance  in  how  those  specific  initiatives  will  be  rolled  out  in  the 
region.  The  projects  that  we  have  put  in  place  so  far,  our  first  ini- 
tiatives, have  largely  been  responsive  to  our  most  urgent  needs, 
and  that  is  the  needs  to  place  our  workers  and  to  do  some  worker 
training  to  prepare  our  workers  for  what  we  think  is  a  very 
changed  environment. 

I  would  like  to  mention  two  of  those  programs,  but  I  particularly 
want  to  stress  that  our  strategy  is  cohesive.  The  programs  that  you 
will  see  in  the  strategy — and  I  think  there  are  some  50  or  so  initia- 
tives in  there — they  hang  together  and  they  are  based  one  upon  the 
other,  and  they  are  based  on  the  foundation  of  our  previous  re- 
gional strategy.  So  to  not  fund  certain  areas  would  be  to  weaken 
the  entire  package. 

Two  of  the  programs  that  I  want  to  call  your  attention  to  are  our 
Alliance  for  Manufacturing  Competitiveness,  which  is  a  collabo- 
rative effort  between  four  area  community  colleges:  Broome,  Ca- 
yuga, Corning,  Tompkins-Cortland,  and  Binghamton  University. 
And  the  alliance  was  designed  to  provide  the  Southern  Tier  manu- 
facturing firms  with  quality  training  programs  essential  for  com- 
petitiveness in  a  highly  coordinated  fashion.  It  is  an  attempt  to  di- 
rect our  efforts  at  upgrading  our  work  force,  recognizing  that  the 
future  will  largely  be  based  on  the  ability  to  compete  on  an  infor- 
mation and  knowledge  base. 

The  second  program,  and  one  which  has  received  a  lot  of  public- 
ity, is  the  Center  for  Commercial  Competitiveness  at  Binghamton 
University.  It  is  a  program  which  is  a  pilot  program.  It  is  very 
unique.  It  was  directed  at  the  concept  of  taking  displaced  workers, 
largely  from  the  defense  industry,  people  with  professional  skills, 
and  giving  them  more  advanced  skills  in  the  areas  of  agility  and 
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in  teams,  to  allow  them  to  be  more  competitive,  and  potentially, 
through  some  entrepreneurial  training,  to  develop  their  own  com- 
panies, their  own  careers,  and  their  own  jobs. 

The  first  pilot  program — and  that  is  a  program  that  was  sup- 
ported by  money  from  the  State  and  Federal  level — the  first  pro- 
gram had  a  class  of  58  people,  and  it  was  a  1-year  pilot.  At  the  end 
of  the  first  year  34  people  have  graduated  from  that  program,  and 
86  percent  of  the  people  who  were  in  the  program  currently  have 
jobs  or  are  involved  in  some  entrepreneurial  project  of  their  own. 
It  is  a  program  that  I  think  was  unique.  It  certainly  did  not  roll 
out  exactly  as  we  foresaw  it,  but  it  was  changed  along  the  way  to 
make  a  success,  and  we  think  that  it  offers  great  potential,  not  only 
for  this  region  but  also  for  other  regions  of  the  country  in  preparing 
workers  for  what  we  think  is  a  very  changed  paradigm  and  a  very 
different  way  of  doing  business  in  the  future. 

My  remarks — my  written  remarks  are  embodied  in  the  text  that 
Fred  Paris  has  given  you.  I  would  like  to  close  by  saying  that  we 
are  looking  forward  to  an  extended  partnership,  but  it  has  to  be  led 
by  industry.  It  has  to  be  a  complete  partnership  of  all  the  members 
of  the  region  in  order  to  restore  our  competitive  advantage.  And  I 
want  to  thank  you  very  much  for  hosting  this  forum  which  allows 
us  once  again  to  focus  our  interest  and  the  interest  of  all  those 
groups  on  our  mutual  need.  Thank  you. 

Chairman  Kanjorski.  Thank  you  very  much,  Mr.  Brooks. 

And  now  Dr.  Morris  Budin,  professor.  Urban  Planning,  Bingham- 
ton  University.  Doctor. 

STATEMENT  OF  MORRIS  BUDIN,  PROFESSOR  EMERITUS, 
URBAN  PLANNING,  BINGHAMTON  UNIVERSITY 

Mr.  BuDiN.  I  will  provide  a  brief  review  of  some  of  the  aspects 
of  the  Broome  County  economy  which  I  cannot  focus  upon  in  great 
detail.  The  population  of  Broome  County  has  been  declining  since 
1970,  a  pattern  that  is  expected  to  continue  due  to  outmigration  of 
younger  and  middle-aged  job  seekers,  and  the  high  percentage  of 
elderly  persons  that  live  here  now.  Binghamton  has  experienced 
the  most  serious  decline;  slower  rates  are  present  in  Johnson  City, 
Endicott,  and  Vestal.  Areas  outside  of  the  urbanized  centers  have 
generally  grown  slightly. 

Employment  trends  in  this  area  were  positive  from  1975  to  1988, 
but  have  declined  rapidly  thereafter.  The  dominant  manufacturing 
sector  suffered  the  most  serious  collapse  since  1988  due  to  layoffs 
of  large  numbers  of  managers  and  lower  and  higher  skill  levels  of 
employees.  The  only  employment  growth  sectors  since  1975  are  re- 
tailing, health,  social  services,  education,  and  State  government. 
Very  slow  growth  has  occurred  in  construction  and  wholesaling.  I 
emphasize  these  because  I  have  heard  none  of  these  aspects  dis- 
cussed by  anyone  else  in  presentation  thus  far;  it  has  all  been 
about  the  revival  of  industry. 

Housing  conditions  are  closely  related  to  poverty  levels.  Recent 
estimates  indicate  that  about  12  to  15  percent  of  units  in  the  coun- 
ty require  replacement  now  or  over  the  coming  decade.  A  large  pro- 
portion would  require  some  form  of  subsidies.  And  my  estimates  in 
my  recent  studies,  and  prior  ones  indicate  that  we  have  about 
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9,000  to   12,000  dwelling  units  in  this  county  that  require  such 
services. 

The  commercial  sector  is  going  through  a  revolution  as  more 
large  malls  have  developed  in  Vestal  and  the  town  of  Union.  The 
downtowns  of  Bingham  ton,  Johnson  City,  and  Endicott  have  been 
absolutely  decimated,  and  many  of  the  traditional  "mom  and  pop" 
stores  spread  through  the  area  are  now  being  driven  out.  Recently, 
the  commercial  strips  and  older  malls  have  experienced  widespread 
failures. 

The  end  result  of  economic  deterioration  are  blighted  neighbor- 
hoods, empty  factory  structures,  polluted  lots,  and  increased  crime. 
What  will  be  the  future — what  will  the  future  be  like  unless  major 
actions  are  taken?  There  is  no  evidence  that  the  Broome  County 
area  will  experience  a  significant  recovery  unless  communities,  the 
State,  and  the  Federal  Government  act. 

There  is  no  evidence  that  the  manufacturing  sector  of  this  area 
can  recover  its  prior  high  levels  of  employment.  The  pattern  of  de- 
clining employment  in  most  industries,  even  when  outputs  have 
been  expanding,  is  evidently  strong  and  persistent  over  the  last 
three  decades.  And  this  goes  far  outside  of  this  region.  It  applies 
to  over  160  major  groupings  of  industry  throughout  the  United 
States.  Rapid  expansion  of  labor  saving  capital,  new  developments 
in  management  organizations,  growth  of  competition  in  traditional 
and  now  new  high-tech  growth  areas,  have  reduced  available  jobs. 
United  States  industry  faces  competition  with  foreign  countries. 
Also  the  relocation  of  firms  from  the  United  States  to  lower  cost 
areas,  and  the  fostering  of  new  industries  by  foreign  governments 
are  some  of  the  reasons  for  the  decline  in  employment  in  manufac- 
turing in  our  country.  Broome  County  feels  the  pressures  on  the 
computer  and  communications  industry,  its  former  major  manufac- 
turing employers. 

Finally,  I  believe  it  is  important  to  indicate  that  our  unemploy- 
ment conditions  are  far  worse  than  the  data  released  by  our  gov- 
ernment on  unemployment  rates.  Methodologies  used  to  derive  es- 
timates of  these  rates  of  unemployment  have  been  seriously  flawed 
for  years,  and  are  further  flawed  by  the  massive  downsizings  in  in- 
dustry never  considered  by  the  statisticians  when  these  methods 
were  developed.  The  offers  of  payments  for  early  retirements  dis- 
tort estimates  in  the  size  of  the  labor  force,  as  well  as  the  number 
of  unemployed. 

Now  I  go  on  to  what  policy  should  be  adopted  for  the  county.  You 
will  be  surprised,  I  hope.  The  summary  of  suggestions  provided  are 
based  on  specific  needs  and  resource  capabilities  of  the  area.  I  have 
given  details  in  the  various  appendices  to  this  report. 

The  government  sector  will  provide  the  lion's  share  of  new  job  op- 
portunities. The  strength  will  be  in  the  social  services  and 
subsectors  that  include  hospitals,  medical  services,  geriatrics,  nurs- 
ing homes,  and  other  human  services.  Nearly  half  of  the  occupa- 
tions in  this  sector  is  expected  to  experience  very  rapid  growth,  and 
another  38  percent  will  probably  have  slower  growth.  No  other  sec- 
tor or  subsector  is  expected  to  grow  as  rapidly. 

However,  this  growth  will  depend  upon  Federal  legislation  and 
adequate  financing  by  governments.  The  demand  will  be  there,  en- 
hanced by  an  aging  population  and  by  opening  the  services  to  more 


25 

middle  and  lower  income  families  who  could  not  afford  them  with- 
out government  insurance.  I  am  assuming  we  will  have  a  developed 
medical  insurance  program  passed  shortly,  I  hope. 

Education  is  expected  to  be  the  second  most  important  growth 
subsector.  Again,  the  demand  will  be  present  but  the  supply  will 
depend  on  government  expenditures.  Over  three-quarters  of  the  oc- 
cupations will  expand  rapidly  or  somewhat  if  financial  resources 
are  available.  I  am  talking  about  education  at  all  levels. 

Housing:  The  region  needs  a  broad  array  of  new  housing  pro- 
grams if  it  is  to  expand  into  new  fields  to  replace  some  more  tradi- 
tional employment  opportunities.  Housing  for  moderate-  and  low- 
income  families  is  essential.  The  need  for  new  structures  and  for 
rehabilitation  is  evident.  The  Southern  Tier  also  has  its  homeless 
and  hungry  people  who  need  shelter. 

A  project  for  moderate  low-income  families — that  is,  incomes  be- 
tween $12,000  and  $18,000  a  year — to  own  their  own  homes  is 
being  studied  at  the  present  time  by  myself  and  others.  The  pro- 
gram would  probably  require  a  few  relatively  small  subsidies: 

Number  one:  The  city  must  provide  vacant  lots  at  nominal  prices. 

Number  two:  The  Federal  Government  might  cover  the  cost  of 
clearing  and  preparing  such  lots  for  use. 

Number  three:  The  city  might  arrange  for  tax  abatements  that 
decline  over  time  to  these  homeowners. 

Four:  The  State  might  provide  a  fixed  subsidy  for  construction. 

And  five:  Banks  might  provide  a  sliding  scale  of  mortgage  rates 
that  start  low  but  move  up  to  market  rates  levels  over  time. 

Other  projects  that  would  generate  many  jobs  are  in  flood  con- 
trols, relocation  of  homes  from  out  of  the  floodplain,  waste  control 
and  disposition,  reforestation,  and  the  upgrading  of  public  build- 
ings. This  list  is  long,  and  nearly  all  the  programs  require  govern- 
ment funding. 

The  sum  total  of  changes  is  an  evolution  of  the  Southern  Tier 
from  a  manufacturing  center  dominated  bv  electronics,  computers, 
and  simulators,  to  a  center  for  education,  health  services,  and  spe- 
cial programs  for  the  aging.  We  have  all  these  demands  and  we 
have  the  resources  if  we  can  get  Federal  assistance.  If  funds  are 
made  available,  the  construction  group  could  be  revived  by  major 
housing  programs.  Clearly,  policy  must  be  directed  toward  increas- 
ing employment  of  health  professionals,  educators,  environment 
managers,  and  specialists  in  waste  management. 

Finally,  I  would  like  to  comment  on  "workfare"  and  welfare, 
which  has  become  a  critical  element.  We  must  get  rid  of  the  invidi- 
ous term  "workfare."  Unemployment  is  unemployment,  so  the  pro- 
gram must  be  a  reemployment  program  for  all  persons.  We  must 
stop  thinking  about  unemployment  as  being  short  term,  seasonal, 
or  cyclical.  Our  job  solutions  must  be  designated  in  terms  of  long- 
term  secular  unemployment  that  is  structural. 

We  must  accept  the  fact  that  solutions  are  not  cheap,  simple,  nor 
immediate.  Our  search  for  solutions  must  focus  on  what  must  be 
done  to  increase  the  number  of  productive  jobs,  not  just  "make 
work"  jobs. 

And  by  the  way,  the  Federal  Government  has  recently  proposed 
"make  work"  jobs  in  the  Defense  Program,  which  we  probably  need 
like  a  hole  in  the  head  in  some  of  these  cases.  And  the  most  inter- 
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esting  one  was  the  recent  consideration  — I  do  not  know  if  it  has 
died  or  not — to  start  building  a  new  submarine  which  we  had  de- 
clared was  unnecessary  just  a  few  weeks  before  that.  The 
"workfare"  program  or  this  new  reemployment  program  must  em- 
phasize productivity,  not  punishment  of  those  peoples  who  are  ac- 
tive within  it. 

The  specific  recommendations:  Where  possible,  training  programs 
must  be  linked  to  job  opportunities  that  are  available.  Jobs  must 
be  significant  and  permanent,  with  opportunities  for  advancement. 
At  the  same  time  the  rules  for  hiring,  promotion,  or  dismissal  must 
be  the  same  as  those  in  the  public  or  private  sectors  elsewhere.  Job 
opportunities  must  be  expanded  in  the  private  sector  as  well  as  the 
public.  The  private  sector  provides  opportunities  to  meet  social 
needs  often  neglected  or  postponed  in  our  society.  Many  of  these 
projects  can  provide  and  should  provide  long-term  employment  op- 
portunities. All  of  the  projects  below  are  examples  of  activities  that 
would  strengthen  our  Nation:  Housing  subsidized  programs,  envi- 
ronment, production,  flood  control,  land  pollution  control,  air  and 
water  purification,  waste  collection,  and  disposition  of  hazardous 
and  nonhazardous  solid  and  recyclable  waste. 

Urban  development  must  be  broad  enough  to  include  recreation 
facilities,  the  construction  of  roads,  bridges.  It  must  include  general 
education,  specialized  education,  medicine,  police,  and  care  of  the 
elderly.  On-the-job  apprenticeships  may  be  arranged  for  limited  pe- 
riods; a  share  of  the  wages  of  these  may  be  subsidies  from  the  gov- 
ernment. By  the  way,  this  is  very  popular  in  Germany  and  other 
countries.  But  only  a  small  portion  of  a  firm's  labor  force  may  be 
apprentices.  And  we  should  not  use  apprentices  to  replace  perma- 
nent employees. 

This  proposal  uses  the  structure  and  methods  of  the  free  market, 
something  former  "workfare"  programs  did  not.  It  does  not  take  ad- 
vantage of  the  welfare  applicant,  but  treats  all  employees  similarly. 
It  also  increases  the  possibility  of  stimulating  the  employee  to  be 
more  responsible  on  the  job. 

The  role  for  the  government  is  in  the  American  tradition  of  pro- 
viding the  opportunities  for  the  Nation  to  serve  the  development  of 
industry  as  well  as  to  solve  some  of  our  most  deleterious  problems 
that  have  continued  to  retard  our  progress.  And  I  am  sorry  to  say 
we  have  cast  these  out  of  our  minds  in  the  last  decade  and  overlook 
them  today.  Thank  you. 

[The  prepared  statement  of  Mr.  Budin  can  be  found  in  the 
appendix.] 

Chairman  Kanjorski.  Thank  you  very  much.  Doctor. 

Our  next  presenter  will  be  Dr.  Donald  Dellow,  president  of 
Broome  Community  College.  Doctor. 

STATEMENT  OF  DONALD  DELLOW,  PRESIDENT,  BROOME 

COMMUNITY  COLLEGE 

Mr.  Dellow.  Thank  you  very  much.  Congressman  Kanjorski, 
Congressman  Hinchey.  Thank  you  for  coming  to  Binghamton  to  so- 
licit our  views  on  the  economic  future  of  this  region. 

Broome  Community  College  has  played  a  role  in  the  development 
of  the  work  force  in  this  region  for  nearly  50  years  now.  We  are 
coming  up  on  our  50th  year  anniversary  very  soon.  Many  individ- 
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uals  have  talked  about  the  trends  in  this  area,  and  some  of  the  pro- 
grams that  are  very  encouraging  that  have  brought  about  a  great 
deal  of  cooperation.  I  think  in  my  6  years  at  Binghamton  I  am 
more  encouraged  now  by  the  cooperative  efforts  of  different  groups 
and  different  levels  of  government  than  I  have  been  up  to  this 
point.  I  think  it  took  very  difficult  times  to  get  us  to  begin  talking 
to  each  other  and  realize  that  we  had  to  stand  together  to  survive 
some  of  the  difficulties  in  our  region. 

I  would  like  to  address  a  couple  of  problems  that  I  am  beginning 
to  see  that  are  barriers  to  individuals  who  need  to  come  back  to 
get  retraining,  because  as  has  been  indicated  many  times  here, 
there  have  been  a  lot  of  individuals  in  this  region  who  have  lost 
their  jobs.  And  Broome  Community  College  has  graduates  in  most 
of  these  industries.  These  individuals  need  job  retraining. 

As  many  of  you  know,  over  the  last  several  years  in  community 
colleges  the  nontraditional  student  has  increased  in  numbers  dras- 
tically. We  have  had  individuals  coming  back  who  have  lost  their 
jobs,  we  had  individuals  who  had  been  on  welfare,  we  had  some 
very  creative  programs  that  brought  back  men  and  women  who 
needed  to  get  into  the  work  force,  were  very  effective.  We  had  part- 
time  individuals  who  were  coming  to  school  at  night  and  on  the 
weekends,  that  employers  were  paying  some  of  the  tuition.  And 
these  individuals  were  growing  very  rapidly.  In  many  of  our  classes 
you  found  the  average  age  was  30  years  old,  and  some  of  our  class- 
es in  the  health  sciences  we  had  more  than  half  the  class  who  had 
bachelor's  degrees  or  master's  degrees.  We  have  had  individuals  in 
our  Health  Science  Programs  that  have  doctorates.  Individuals 
came  back  to  get  retrained. 

Well,  I  think  this  year — and  I  think  it  is  probably  more  accen- 
tuated in  the  Northeast,  but  I  think  we  are  going  to  see  it  around 
the  country — this  trend  of  nontraditional  students  is  going  to 
change  very  drastically.  We  tend  to  monitor  different  types  of  ad- 
missions that  we  have  at  the  college,  and  last  year  we  had  950  stu- 
dents that  we  considered  nontraditional  students.  And  this — for 
this  fall  the  number  looks  more  like  650.  It  is  more  than  a  third 
drop  in  that  group  of  students  alone.  Now,  we  are  increasing  in  the 
young  students  because  the  birth  trends  are  going  in  our  direction, 
but  it  is  very  disturbing  when  you  see  that  large  a  change.  That 
indicates  there  is  some  drastic  problems  out  there. 

Now  there  are  many  reasons  for  that.  There  is  less  discretionary 
spending  because  of  our  economy.  But  I  think  there  are  a  number 
of  Federal  initiatives  that  have  hurt  us  individually  at  the  commu- 
nity college  level,  not  only  here  but  around  the  country. 

The  first  that  I  would  like  to  draw  your  attention  to  is  the  Trade 
Readjustment  Act.  In  the  past  we  used  to  have  anywhere  from 
probably  100  to  200  students  who  came  to  the  college  as  a  result 
of  the  Trade  Adjustment  Act.  As  I  understand  it,  industries  that 
had  to  downsize  because  of  international  competition,  individuals 
who  were  displaced  from  their  jobs  could  come  back  to  the  college, 
receive  unemployment  benefits,  and  also  have  their  educational  ex- 
penses paid  for.  And,  apparently,  in  this  last  year  the  Trade  Read- 
justment Act  was  reauthorized,  and  the  wording  of  the  funding  has 
not  been  worked  out,  so  we  do  not  have  individuals  who  are  coming 
back  to  the  community  college  now  to  get  that  retraining.  I  do  not 
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believe  they  are  going  anyplace.  Maybe  they  are — some  individuals 
are  able  to  pay  on  their  own,  but  basically  I  think  a  lot  of  people 
are  not  able  to  do  that.  So  we  have  a  large  number  of  individuals 
out  there  who  have  fallen  through  the  cracKS. 

These  were  good  employees,  employees  who  were  tried  and  true 
in  the  industries  in  our  region,  around  the  country.  And  it  was  a 
good  opportunity  to  take  advantage  of  that  talent  and  that  experi- 
ence, and  we  have  apparently  lost  that.  I  would  appreciate  if  per- 
haps we  could  look  into  the  status  of  the  Trade  Readjustment  Act 
to  determine  whether  or  not  that  can  be  put  on  line  and  we  can 
get  individuals  coming  back  into  community  colleges  and  university 
for  additional  training.  I  suspect  a  number  of  the  students  who  are 
not  there  this  year  are  a  result  of  this  situation. 

A  second  barrier  that  higher  education  in  general  is  experiencing 
at  community  colleges  perhaps  more  than  others  has  to  do  with  the 
tax  law  this  past  year.  With  reauthorization  of  the  tax  law,  the  tax 
deduction  status  of  expenses  that  employers  were  paying  for  their 
employees'  education  are  no  longer  tax  deductible.  When  individ- 
uals would  come  to  the  college  and  take  courses,  the  employer 
could  reimburse  tuition  expenses  and  that  was  a  tax  deduction. 
That  is  no  longer  the  case.  That  was  left  out  of  the  tax  law  this 
past  year.  I  think  we  are  seeing  the  impact  of  that  right  now;  I  sus- 
pect that  some  companies  are  spending  less.  We  know  that  small 
employers  in  this  region  are  not  reimbursing  as  much  of  the  stu- 
dent's tuition  as  they  used  to.  So  this  is  one  little  change  in  the 
tax  law.  Each  year  the  community  colleges  have  tried  to  fight  with 
this  change  to  keep  it  there,  to  help  business  and  industry  get  the 
tax  deduction  for  training  as  needed.  I  suspect  this  has  contributed 
also  to  the  fact  that  we  are  going  to  see  less  students  at  the  com- 
munity college  in  this  nontraditional  age  group. 

A  third  bairier  that  I  am  beginning  to  see — and  I  agree  with  Dr. 
Budin — we  are  beginning  to  say,  "Let  us  just  get  people  into  jobs, 
low  paying  jobs.  They  may  be  nonproductive.  But  get  people  off 
welfare."  And,  unfortunately,  the  tendency  then  is  to  downplay 
longer  term  training  programs.  And  we  see  it  in  the  Department 
of  Social  Services  here,  locally  at  the  State  level,  less  interest  in 
bringing  people  back  in  to  get  a  skill  to  go  into  nursing  or  radiologi- 
cal technology  or  become  a  dental  hygiene  assistant.  Those  are 
good  productive  iobs,  they  are  professionals,  individuals  can  earn  a 
good  salary.  And  I  am  afraid  right  now  we  see  a  tendency  to  say, 
"Well,  let  us  not  fund  some  of  those  programs.  Let  us  just  get  peo- 
ple in  low  paying  jobs."  And  I  really  do  not  think  that  that  is  going 
to  help  us  develop  a  more  competitive  work  force.  I  think  we  nave 
got  to  do  some  of  that,  for  sure,  to  get  individuals  back  into  jobs, 
but  please  do  not  sacrifice  funding  for  those  programs  that  will  pro- 
vide the  longer  term  training  to  make  a  world  class  work  force. 
Flipping  more  hamburgers  will  not  get  us  out  of  the  mess  we  are 
in. 

I  encourage  you  to  support  initiatives  in  Congress  such  as  the 
"school  to  work"  transition  bill  that  will  support  students,  young 
and  old,  who  are  going  on  into  lengthier  programs.  We  are  working 
very  diligently  to  provide  programs  that  transition  students  from 
high  schools  into  apprenticeship  programs,  into  programs  at  the 
community  college,  trying  to  inform  young  people  about  the  new 
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professions,  the  jobs  that  they  should  be  going  into  for  the  future. 
We  enjoy  your  support  on  these  programs.  You  have  in  the  past. 
I  would  encourage  you  to  continue  to  support  programs  that  fund 
the  training  initiatives.  And  I  think  we  have  heard  that  several 
times  around  this  table. 

In  closing,  I  would  ask  that  you  look  at  a  couple  of  these  Federal 
programs,  the  Tax  Readjustment  Act  and  the  tax  law,  to  see  if 
there  is  a  way  that  in  this  next  year  we  can  readdress  those  issues 
so  that  we  are  again  supporting  individuals  coming  back  to  com- 
munity colleges,  retraining  and  going  out  and  being  useful,  pro- 
ductive citizens.  Thank  you  very  much.  Thank  you  for  coming  to 
Bingham  ton. 

[The  prepared  statement  of  Mr.  Dellow  can  be  found  in  the 
appendix.] 

Chairman  Kanjorski.  Thank  you  very  much,  Doctor. 

And  now  we  will  have  Prof  Che-Yu  Li,  director,  Electronic  Pack- 
aging Program,  Cornell  University. 

STATEMENT  OF  CHE-YU  LI,  DIRECTOR,  ELECTRONIC 
PACKAGING  PROGRAM,  CORNELL  UNIVERSITY 

Mr.  Ll.  Chairman  Kanjorski  and  Congressman  Hinchey,  my  per- 
sonal research  interest  is  in  the  field  of  electronic  packaging.  Since 
1985  Cornell  has  further  been  building  an  extensive  interdiscipli- 
nary research  program  in  this  field. 

Electronic  packaging  provides  the  physical  infrastructure  re- 
quired to  assemble  and  integrate  microelectronic  systems.  As  such, 
it  touches  upon  many  manufactured  products  that  contains  micro- 
electronic controls  and  sensors.  And  packages  represent  a  vital  part 
of  computer  and  telecommunications  products. 

Specifically,  the  package  supplies  the  electric  power  to  run  semi- 
conductor chips,  remove  the  heat  generated,  and  provides 
interconnects  for  information  input  and  output. 

The  Electronic  Packaging  Program  at  Cornell  is  currently  sup- 
ported by  major  U.S.  corporations,  U.S.  industry  consortium,  the 
National  Science  Foundation,  and  the  State  of  New  York.  The  mis- 
sion of  the  program  is  to  perform  fi-ee  competitive  research  in  order 
to  enhance  the  competitiveness  of  U.S.  industry. 

From  my  personal  view,  the  economy  of  the  Southern  Tier,  like 
that  of  many  other  regions  in  the  United  States,  is  creating  inter- 
est by  both  the  defense  downsizing  and  the  transition  to  an  infor- 
mation economy.  That  very  important  point  has  not  been  men- 
tioned too  much  by  the  other  witness. 

For  most  Americans  the  transition  to  the  new  economy  will  mean 
opportunities  for  jobs  and  prosperity.  But  some  and  many  will  lose 
or  have  lost  their  jobs  as  companies  reorganize  their  business  and 
manufacturing  operations  to  take  advantage  of  the  new  develop- 
ment in  the  information  economy  or  technology.  These  displaced 
workers  will  add  substantially  to  the  pool  already  created  by  the 
defense  downsizing. 

A  strategy  for  job  development  and  economic  growth  in  the 
Southern  Tier  is  to  invest  in  information  technology  in  order  to 
maximize  opportunities  brought  by  the  information  economy.  As 
mentioned  by  Kay  Adams  and  Mr.  Van  Atta,  we  have  already  a 
strong  base  of  technology  in  the  region,  especially  in  information 
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technology  represented  by  major  corporations  such  as  IBM,  Xerox, 
Kodak,  and  Coming,  all  in  leadership  positions  in  their  respective 
technologies,  as  well  as  a  large  number  of  small  companies. 

Another  part  of  our  technological  base  is  represented  by  three  re- 
search universities:  Cornell,  Binghamton,  and  Alfred.  Located  with- 
in easy  driving  distance  from  each  other,  these  universities  have 
made  strong  efforts  to  develop  working  relationships  with  local  in- 
dustry and  among  themselves.  The  infrastructure  it  has  provided 
should  permit  effective  leverage  of  Federal  programs  to  enhance 
the  startup  of  new  businesses,  and  the  growth  of  existing  ones  in 
the  region. 

To  further  strengthen  the  infrastructure  in  electronic  packaging 
we  have  formed  recently  the  Southern  Tier  network  of  electronic 
packaging  facilities.  This  network  includes  the  facilities  at  Bing- 
hamton University,  Cornell  University,  and  IBM-Endicott,  offering 
a  comprehensive  collection  of  sophisticated  equipment  and  tech- 
nical expertise  not  readily  available  to  a  typical  small  or  midsize 
business.  We  believe,  with  this  base  already  in  existence  and  the 
infrastructure  we  have.  Federal  programs  such  as  the  Technology 
Reinvestment  project,  the  Advanced  Technology  Program,  and 
those  of  the  Small  Business  Administration  could  be  of  great  bene- 
fit to  this  region.  Their  support  would  permit  a  significant  expan- 
sion and  acceleration  of  a  range  of  ongoing  projects  currently  sup- 
ported by  industry  and  State  of  New  York.  We  were,  therefore,  ac- 
tively seeking  the  guidance  of  these  agencies  regarding  participa- 
tion in  these  programs.  Thank  you. 

[The  prepared  statement  of  Mr.  Li  can  be  found  in  the  appendix.] 

Chairman  Kanjorski.  Thank  you  very  much.  Dr.  Li. 

Mr.  Frank  C.  Meyer,  vice  president  and  CFO,  Loral  Federal  Sys- 
tems-Owego. 

STATEMENT  OF  FRANK  C.  MEYER,  VICE  PRESIDENT  AND  CFO, 
LORAL  FEDERAL  SYSTEMS-OWEGO 

Mr.  Meyer.  We  have  been  part  of  the  industrial  base  of  the 
Southern  Tier  for  about  35  years;  34V2  of  that  as  part  of  IBM.  We 
were  sold  to  Loral  earlier  this  year,  and  it  is  been  a  very  successful 
transition. 

We  have  been  primarily  a  defense  contractor  throughout  all  of 
our  existence.  And  most  of  the  things  I  have  heard  here  today 
touch  on  us  in  one  degree  or  another.  Certainly,  Dr.  Van  Atta's 
comments  were — I  think  he  was  reading  our  strategic  plan  when 
he  talked  about  what  we  are  trying  to  do  as  a  business.  As  we  talk 
about  each  one  of  the  other  speakers,  they  touch  upon  the  needs 
of  us  as  an  industrial  entity  in  the  Southern  Tier.  We  have  about 
3,000  employees. 

If  you  take  a  look  at  where  we  were  5  years  ago,  we  were  100 
percent  dependent  upon  the  Department  of  Defense  of  the  United 
States.  We  had  a  business  that  was  about  a  half  a  billion  dollars 
a  year;  we  had  a  high  quality  product;  we  had  a  well-trained  work 
force.  We,  as  everybody  else  in  the  defense  electronics  business, 
have  undergone  the  dramatic  shift  that  the  end  of  the  cold  war  has 
brought  about,  and  we  have  faced  all  of  the  perils  of  work  force  re- 
vitalization,  work  force  change  and  those  other  activities. 
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As  we  sit  here  today,  our  sales  are  about  double  what  they  were 
5  years  ago.  We  are  getting  our  business  from  a  combination  of 
non-DOD  activity  (about  25  percent),  better  than  a  third  of  it  comes 
from  foreign  investment,  as  Dr.  Van  Atta  said,  and  the  remainder 
of  it  comes  from  our  base  DOD  business  which  we  believe  is  a 
strong  and  vital  part  of  our  business  profile  and  jobs  that  we  con- 
tribute to  the  Southern  Tier. 

What  we  have  found,  I  think,  as  we  have  looked  at  what  it 
means  in  job  creation  and  what  it  means  to  us  in  business  growth, 
is  that  one  has  to  reach  out  in  all  directions  and  touch  many  of  the 
things  that  we  are  talking  about  here  today.  The  defense  business 
was  geared  solely  to  high-tech  products  that  we  manufactured  our- 
selves. We  had  to  break  down  all  of  our  paradigms  for  providing 
everything  ourselves.  And  now  we  have  had  to  leverage  our  activity 
to  include  the  integration  of  off-the-shelf  commercial  products. 

Before  I  came  here  today,  I  participated  in  two  major  pricing  ac- 
tivities which  will  be  very  important  things  for  us  in  our  business 
future.  One  was  a  radar  processor  for  the  Department  of  Defense. 
The  basis  of  that  radar  processor  was  a  power  PC  chip,  not  a  chip 
that  we  developed  ourselves. 

A  second  bid  was  to  integrate  the  postal  facility  in  Singapore, 
where  we  would  take  advantage  of  the  systems  integration  skills 
which  we  were  able  to  develop  as  part  of  the  LAMPs  MMIII  sys- 
tem, and  now  we  are  marketing  that  internationally  with  this  sys- 
tems integration  skills.  Those  two  things  would  have  been 
unthought  of  5  or  6  years  ago  for  us.  These  are  the  kinds  of  transi- 
tions in  industry  we  have  had  to  go  through.  Are  we  good  at  it? 
No,  we  are  still  at  the  infant  stages  of  doing  it. 

One  of  the  things  we  are  absolutely  blessed  with  is  having  Dr. 
Perry  in  the  job  he  is  in  today.  We  have  in  Dr.  Perry  somebody  who 
is  pushing  acquisition  reform — acquisition  streamlining.  We  have 
directly  approached  Dr.  Perry  with  the  notion  that  we  would  be 
happy  to  act  as  a  test  bed  for  anything  in  acquisition  reform  that 
he  would  be  wanting  to  foster.  We  acted  as  a  partner  with  Naval 
Air  Systems  Command — both  of  us  taking  risk  on  either  side  as 
much  as  we  possibly  could — a  year  ago  to  streamline  the  acquisi- 
tion process  on  the  LAMPs  Progprams  with  the  program.  We  were 
able  to  take  the  acquisition  time  and  cut  it  by  a  third.  That  means 
dollar  savings  for  both  the  government,  which  can  be  reapplied 
with  the  other  kind  of  programs  you  are  talking  about  here,  and 
it  also  means  savings  for  me  as  a  defense  contractor. 

We  presented  again  our  activity  on  that  and  all  of  NAVAIR  con- 
tracting about  a  week  ago.  But  that  kind  of  activity  and  risk-taking 
on  the  part  of  a  contractor  is  part  of  the  key,  I  think,  in  order  to 
be  able  to  preserve  jobs  and  growth.  The  kind  of  activity  we  are 
looking  at  in  the  defense  business  itself,  and  the  products  we  have 
for  the  Department  of  Defense,  to  be  able  to  take  those  products 
and  to  be  able  to  make  them  more  useful. 

The  LAMPS  helicopter  is  a  perfect  example  of  that,  as  we  have 
been  able  to  leverage  the  multimission  capability  of  the  LAMPS 
helicopter  that  we  produce  at  Owego.  And  I  want  to  thank  Rep- 
resentative Hinchey  for  his  help  in  some  funding  activity  that  sup- 
ports the  re-missioning  of  the  LAMPS  helicopter.  We  have  been 
able  to  take  advantage  of  a  very  successful  platform  that  operates 
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at  three  times  the  reliability  of  the  spec,  and  at  one-third  of  its 
1980's  cost,  and  to  be  able  to  use  that  for  other  missions  and  take 
advantage  of  it  and  save  money  for  the  government,  essentially.  It 
is  a  very  important  program  to  Owego  and  it  is  important  for  us. 

When  you  look  at  what  we  have  been  able  to  do  in  dual-use  tech- 
nology, it  is  primarily  from  a  product  point  of  view.  What  we  have 
been  able  to  find  is  that  it  goes  far  beyond  that. 

Many  of  the  things  the  Department  of  Defense  has  been  able  to 
sponsor  in  the  Advance  Resource  Project  Agency — the  ARPA  activ- 
ity— and  the  Technology  Reinvestment  activity  has  a  direct  benefit 
to  commercial  industry  if  they  can  just  open  their  eyes  to  it.  We 
have  been  able  to  take  the  same  software  algorithms  that  you  use 
in  electronic  warfare,  and  be  able  to  apply  them  to  the  postal  serv- 
ice to  identify  smudged  postal  addresses  and  bar  codes.  Now,  that 
is  not  product — again,  it  is  not  as  exciting  as  a  flat  panel  display — 
but  that  is  the  kind  of  thing  that  industry,  in  partnership  with 
what  Dr.  Van  Atta's  talking  about,  and  with  the  existing  agencies 
in  the  government,  we  can  lever  together. 

So  if  you  ask  me  what  my  important  things  for  you  to  carry  away 
are:  Dual-use  encouragement,  utilizing  existing  vehicles  we  have, 
using  ARPA — using  the  Advanced  Research  Projects  Agency — using 
the  Technology  Reinvestment  Programs  are  absolutely  critical  to  us 
to  be  able  to  do  the  kind  of  procurement  streamlining  that  is  a  win- 
win  for  both  the  government,  it  provides  funds  for  many  other 
things  then,  at  the  same  time  providing  still  a  very  strong  defense. 
It  is  absolutely  critical  for  us. 

And  there  is  one  other  thing  that  I  think  is  something  that  we 
have  not  mentioned  here,  and  that  is  some  of  the  activity  that 
takes  sharing  ideas  like  this,  sharing  process  improvement  and 
being  able  to  disseminate  that  throughout  our  industry. 

My  focus  as  a  businessman  is  my  business  first.  And  we  have 
gotten  exposed  to  sharing  quite  a  bit  through  the  Excelsior  Pro- 
gram in  the  State  of  New  York.  If  you  are  recognized  in  Excelsior, 
one  of  the  obligations  of  that  is  to  share  where  you  have  had  suc- 
cesses and  be  able  to  disseminate  those  initiatives.  And  not  that  we 
have  all  the  right  ideas,  but  we  may  have  a  couple  of  right  ones. 
We  have  been  able  to  find  that  that  is  probably  a  key  for  sharing 
with  other  businesses.  And  that  is  one  thing  that  you  have  to  be 
able — as  we  bring  all  these  ideas  together — to  get  sunlight  on  them 
and  to  be  able  to  let  industrial  organizations  have  the  benefit  of 
what  we  are  talking  about  here  today.  We  have,  I  think,  a  lot  of 
opportunity  in  this  Southern  Tier.  This  has  been  characterized  as 
a  Valley  of  Opportunity.  It  can  and  still  will  be  the  Valley  of  Op- 
portimity  if  we  can  work  together.  Thank  you. 

[The  prepared  statement  of  Mr.  Meyer  can  be  found  in  the 
appendix.] 

Chairman  Kanjorski.  Thank  you  very  much,  Mr.  Meyer. 

Dr.  Michael  Monroe,  assistant  professor,  Ithaca  College. 

STATEMENT  OF  MICHAEL  MONROE,  ASSISTANT  PROFESSOR, 

ITHACA  COLLEGE 

Mr.  Monroe.  Mr.  Chairman,  Congressman  Hinchey,  ladies  and 
gentlemen,  I  am  honored  to  have  this  opportunity  to  share  with 
you  some  facts  and  thoughts  on  unemployment,  poverty,  and  to 


suggest  a  possible  alleviating  strategy.  This  is  especially  relevant 
here  as  local  community  developers  face  the  loss  of  major 
industries. 

Two  serious  problems  facing  the  planners  concerned  with  specific 
indigent  community  economic  development  are:  First,  how  we  at- 
tract productive  enterprises;  and  second,  who  to  attract.  By  "who," 
an  example  would  be  interdependent  enterprises,  so  that  money 
circulates  within  the  depressed  communities. 

These  "how"  and  "who"  problems  are  not  mutually  exclusive.  Un- 
fortunately the  latter  is  often  ignored  in  the  zeal  to  visibly  address 
the  former.  By  not  focusing  on  the  intersection  of  these  domains, 
municipal  development  agencies  increase  the  risk  of  attracting  too 
many  enterprises  that  consider  only  private  costs  and  benefits. 
Consequently,  they  do  little  or  nothing  to  support  the  socioeconomic 
development  agenda  of  their  host  communities. 

We  have  many  examples  of  sincere  efforts  to  increase  local  eco- 
nomic activities.  But  are  community  development  objectives  truly 
achieved?  Are  incomes  raised  so  that  poverty  rates  fall?  Do  poor 
communities  become  more  self-reliant  as  a  result  of  traditional  de- 
velopment programs?  Who  is  helped  when  poor  people  consume? 

Too  often  the  answers  are  not  encouraging.  Seeking  the  answers 
to  these  questions  and  designing  effective  procedures  to  foster  de- 
velopment while  correcting  inequities  is  at  the  heart  of  a  new  pro- 
gram known  as  Operation  SEED.  The  SEED  acronym  stands  for 
Socioeconomic  Empowerment  through  Democracy.  This  project  re- 
sponds to  the  concerns  expressed  above,  and  to  the  singular  needs 
of  communities  like  Binghamton  and  Elmira.  Because  of  the  time 
constraint  I  am  limiting  my  remarks  to  Binghamton,  specifically 
census  tract  5  and  census  tracts  10  through  13. 

In  each  of  these  tracts  more  than  38  percent  of  the  households 
are  below  the  poverty  line.  Binghamton,  New  York,  is  multiracial 
but  predominantly  white,  with  a  high  percentage  of  the  city's  resi- 
dents in  the  low-  to  moderate-income  category. 

The  1990  census  showed  that  almost  20  percent  existed  below 
the  poverty  line.  That  is,  within  Binghamton.  Within  the  five  tracts 
mentioned  above  neighborhood  unemployment  is  relatively  high, 
and  participation  in  tne  labor  force  is  relatively  low,  especially  for 
African-American  residents. 

As  expected,  African-American,  Asian,  and  Hispanic  citizens  are 
generally  worse  off  in  all  categories  of  distress.  However,  as  stated 
above,  Binghamton  has  a  low  minority  population.  There  are  just 
over  53,000  residents  within  the  central  18  census  tracts.  About  18 
percent  of  whites  are  poor  and  over  42  percent  of  blacks.  Further- 
more, in  some  of  the  most  distressed  tracts  there  are  many  working 
poor  earning  just  25  percent  more  than  the  poverty  line.  In  fact, 
in  tract  11  over  70  percent  of  the  residents  exist  at  incomes  below 
125  percent  of  the  poverty  line. 

Finally,  more  than  25  percent  of  the  poor  are  children  under  18. 
For  more  on  this  subject  and  the  data  see  the  printout  on  the  Bing- 
hamton Operation  SEED  slide  presentation  of  the  packet  that  I 
have  delivered  here,  and  feel  free,  please,  to  contact  me. 

What  can  be  done?  "Business  as  usual"  has  not  and  will  not 
work.  In  the  1990's  and  beyond,  any  realistic  development  program 
must  not  only  establish  economically  viable  enterprises  and  jobs, 
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but  must  simultaneously  provide  training  while  earning  income; 
provide  affordable  day  care;  provide  affordable  health  care,  includ- 
ing substance  abuse  rehabilitation;  address  affordable  housing 
needs,  especially  home  ownership;  provide  a  mechanism  to  remove 
people  permanently  from  welfare;  provide  a  mechanism  to  become 
financially  self-sufficient;  that  is,  not  dependent  on  public  monies; 
and  this  program  must  empower  the  citizens  of  the  community  it 
serves. 

Operation  SEED,  designed  to  address  the  problems  outlined 
above,  has  been  in  development  since  1987.  Now  it  is  under  license 
to  the  Westside  Intercity  Association — the  WIA,  that  is — of  Syra- 
cuse, New  York.  Additionally,  interest  has  been  expressed  by  the 
city  of  Syracuse,  private  citizens,  members  of  the  business  commu- 
nity, and  the  assembly  person  who  represents  the  district  contain- 
ing the  WIA.  In  that  packet  you  will  find  the  SEED  plan  for  the 
WIA;  there  are  slide  notes,  slides,  news  articles,  and  letters  from 
the  people  that  I  have  mentioned  above. 

Now,  I  would  like  to  turn  to  how  this  program  works.  The  pri- 
mary objective  of  Operation  SEED  is  to  create  sustainable  employ- 
ment with  equitable  income  levels  for  sizable  numbers  of  targeted 
citizens.  Given  the  lessons  of  indigent  development  history,  this  ob- 
jective requires  the  establishment  of  integrated,  community  based 
enterprises.  Additionally,  for  such  ventures  to  initially  survive, 
break  even,  and  ultimately  succeed,  some  type  of  long-term  sup- 
porting mechanism,  a  socioeconomic  infrastructure  must  be  estab- 
lished. This  infrastructure  must  address  economic  and  social  needs, 
the  latter  including  day  care  facilities  and  substance  abuse  treat- 
ment to  job-oriented  halfway  houses.  And  it  must  be  controlled  by 
and  readily  accessible  to  community  residents. 

Thus  the  offering  by  SEED  is  a  formulation  of  both  technical  en- 
terprise creation  ana  strategic  enterprise  creation  and  mainte- 
nance, recommendations  that  are  designed  to  operate  in  concert. 
The  primary  recommendations  are  centered  around  the  methodol- 
ogy for  establishing  specially  organized  employee-owned  firms  and 
supporting  organizations  within  the  areas  of  greatest  need.  To 
achieve  this  requires  addressing  the  dual  problems  of:  First,  pre- 
paring the  indigent  workers  for  the  rigors  of  responsible  enterprise 
ownership;  and  second,  advancing  the  immediate  opportunity  to 
earn  an  income  greater  than  that  available  through  public  mainte- 
nance programs  or  through  participation  in  the  informal  economy, 
mainly  criminal  activities. 

The  cornerstone  of  the  structure  will  be  a  for-profit  holding,  an 
incubation  facility,  and  a  nonprofit  development  corporation  to  be 
located,  for  example,  within  selected  depressed  areas  which  could 
include,  of  course,  Bingham  ton.  Over  3  to  4  years  this  organization 
is  to  establish,  nurture,  and  develop  a  maximum  of  12  enterprises 
per  replicable  incubator,  each  capable  of  employing,  on  average,  40 
to  45  residents  of  the  target  area.  In  all,  within  any  single  facility 
this  incubator  will  have  the  capacity  to  create  about  500  jobs. 

Within  the  incubator,  embryonic  corporations  are  to  be  initially 
organized  as  proprietary  firms.  They  are  to  be  wholly  owned  sub- 
sidiaries of  the  incubation  facility.  During  a  3-  to  4-year  incubation 
period  employees  will  receive  literacy  and  skill  training,  and  they 
will  be  taught  the  responsibilities  of  business  ownership.  When  an 
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incubated  company  demonstrates  that  it  complies  with  preset  cri- 
teria for  relocation  within  the  target  neighborhood,  it  is  sold  to  its 
employees  through  an  employee  stock  ownership  plan.  That  is,  an 
ESOP.  Monies  from  these  sales  are  used  to  finance  new  enter- 
prises. At  that  time,  SEED  is  self-suflficient,  requiring  little,  if  any, 
outside  financial  assistance. 

The  aforementioned  strategy  is  proposed  in  three  consecutive 
interdependent  phases.  Phase  I's  function  is  the  primary  work  re- 
quired to  launch  the  strategy.  In  toto,  it  should  be  completed  with- 
in 18  weeks  and  costs  about  $45,000.  Phase  2  is  the  15-month  pe- 
riod required  to  establish  the  incubation  and  other  facilities,  and 
to  implement  the  business  plans  for  the  first  three  firms,  creating 
approximately  208  jobs.  The  cost,  including  enterprise  investment, 
is  $2.9  million.  This  is  $13,942  per  job.  Assuming  on  average  each 
iob  takes  2.25  people  off  the  welfare  roll — I  never  did  like  that  2.25, 
out  this  is  an  average — the  cost  is  just  under  $6,200  for  each  reha- 
bilitated person.  Finally,  during  phase  3,  years  2  through  5,  we  ex- 
pect to  commence  operation  in  firms  4  through  12. 

To  summarize.  Operation  SEED  will  perform  an  analysis  of  the 
Binghamton  target  to  determine  patterns  of  income  and  consump- 
tion by  community  residents.  Second,  initially  Operation  SEED  will 
identify  up  to  100  potential  business  enterprises  which  will  respond 
to  community  based  consumer  demand  as  reflected  in  patterns  of 
income  and  consumption.  Third,  Operation  SEED  will  establish  a 
facility  to  launch  at  least  three  business  enterprises  by  the  end  of 
phase  2,  and  three  of  these  companies,  one  every  4  months,  for 
each  of  the  3V2  years  of  phase  3.  These  ventures  are  designed  to 
provide  permanent  jobs  within  the  specific  areas,  and  eventually 
the  target  community  at  large. 

Thus,  the  primary  objective  of  a  Binghamton  Operation  SEED 
Development  project  is  to  initiate  a  program  within  the  target 
tracts.  If  successful,  we  aspire  to  assist  in  the  establishment  of  this 
race  and  region  neutral  model,  and  target  the  areas  wherever  need- 
ed. This  could  be  in  upstate  New  York,  Buffalo,  or  Syracuse,  or  in 
major  and  smaller  cities  in  Pennsylvania  or  New  York,  commu- 
nities in  Wisconsin  or  California,  in  Florida  or  North  Carolina  or 
Ohio.  And  I  am  sure  that  some  of  the  subcommittee  persons  could 
suggest  targets  in  areas  unknown  to  me,  like  communities  in  Iowa 
and  Utah.  Thank  you. 

[The  prepared  statement  of  Mr.  Monroe  can  be  found  in  the 
appendix.] 

Chairman  Kanjorski.  Thank  you  very  much.  Doctor. 

Finally,  Mr.  Victor  Tennant,  president,  Broome  County  Federa- 
tion of  Labor,  AFL-CIO. 

STATEMENT  OF  VICTOR  TENNANT,  PRESIDENT,  BROOME 
COUNTY  FEDERATION  OF  LABOR,  AFL-CIO 

Mr.  Tennant.  Thank  you,  Mr.  Chairman,  Congressman  Hinchey, 
In  my  remarks  today  I  represent  Everett  J.  Clarey,  president  of  the 
New  York  State  AFL-CIO. 

Organized  labor  welcomes  the  chance  to  participate  in  these 
hearings.  One  of  the  biggest  problems  with  economic  development 
in  this  country  is  that  all  other  interests — banks,  real  estate  devel- 
opers, organized  business,  and  other  special   interests — are  well 
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represented  in  the  debates,  but  the  voice  of  working  people  is 
barely  heard  at  all. 

In  May  1993  New  York  State  AFI^CIO  published  "Toward  a 
New  Economic  Strategy  for  New  York  State."  I  have  several  copies 
on  the  table  in  the  rear  and  here  with  me  to  submit  for  the  sub- 
committee. It  remains  the  most  comprehensive  and  balanced  labor 
vision  of  how  the  State  economy  should  develop.  It  outlines  a  12- 
point  labor  program  to  rebuild  New  York. 

New  York's  revitalization  depends  chiefly  on  the  resurgent  pri- 
vate sector.  Rebuild  the  port  and  trade  rail  system;  restore  the 
value  of  a  high  school  diploma;  raise  the  cost  of  corporations  leav- 
ing New  York;  revive  the  construction  industry  and  build  afford- 
able housing  for  working  people  first;  make  the  State  tax  system 
more  progressive,  and  end  the  State  fiscal  crisis. 

With  new  economic  development  principles,  restructure  economic 
planning  agencies  and  development  authorities;  make  redevelop- 
ment of  the  manufacturing  industry  a  top  State  priority;  economic 
development  for  all,  the  most  disadvantaged  come  first;  treat  cul- 
ture as  an  industry  in  New  York  State;  create  a  New  York  bank 
for  jobs  and  economic  development;  and  strengthen  labor  rights  in 
New  York  City.  I  do  not  have  time  to  develop  all  these  proposals, 
but  I  do  refer  you  to  the  document. 

We  must  learn  from  history.  Economic  strategy  matters.  Govern- 
ment action  at  the  Federal  and  State  level  can  nurture  manufac- 
turing as  part  of  the  solution,  not  as  the  trickle-down  advocates  be- 
lieve the  main  cause  of  the  problem. 

We  ought  to  ponder  the  lessons,  for  example,  of  the  link  between 
transportation  innovation  and  economic  growth.  New  York  rose  to 
an  economic  preeminence  because  early  in  the  19th  century  vision- 
ary State  officials  shrewdly  chose  to  build  an  Erie  Canal.  As  a  re- 
sult, an  unremarkable  town  on  the  eastern  seaboard  became  a 
world  metropolis,  and  much  of  upstate  New  York  became  an  indus- 
trial powerhouse.  The  economic  decline  of  New  York  is  not  inevi- 
table, it  is  a  result  of  unwise,  failed  economic  strategy.  A  new  strat- 
egy can  make  New  York  economy  thrive  again. 

The  main  danger  of  a  low-wage  strategy  is  it  is  a  race  to  the  bot- 
tom. And  if  the  subcommittee  remembers  nothing  else  of  what  I 
say  today,  remember  this.  Economic  development,  discussion,  and 
policy  have  been  dominated  by  banking  and  real  estate  interests 
and  their  representatives  in  government,  academia,  and  the  media. 
For  example,  "A  Vision  of  New  York's  Future,"  a  business  council's 
pamphlet,  outlines  10  economic  goals  for  the  State.  The  first  four 
sound  eerily  similar  to  labor's  classic  goals — job  growth,  good  pay- 
ing jobs,  population  growth,  better  life  for  the  poor — but  the  devil 
is  in  the  details. 

A  closer  look  discloses  the  low-wage  trickle-down  thinking  that 
is  so  deeply  entrenched  in  big  business  and  conservative  economic 
development  thinking.  In  the  business  council's  analysis — and  the 
business  council  is  not  the  worst  sinner  in  this  respect — these  are 
New  York's  economic  ailments:  Taxes  are  too  high;  business  regula- 
tion is  too  severe;  health  costs  and  worker's  compensation  costs  are 
excessive;  product  liability  laws  are  too  burdensome. 

Organized  labor  seeks  business  support  for  our  vision  of  economic 
development,  but  there  is  little  possibility  of  a  shared  vision  based 
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on  a  stale  rehash  of  low-wage,  low  public  service  strategy,  a  staple 
of  the  corporate  ideology  of  the  1980's. 

In  the  1980's,  when  the  advocates  of  low-wage,  low-skill  strategy 
were  running  the  U.S.  economy  the  following  changes  were  visited 
on  the  American  people:  The  deindustrialization,  deunionization 
trade  policies  that  export  U.S.  jobs;  lower  real  wages;  restricted  ac- 
cess to  health  care;  plummeting  public  health  standards;  a  plague 
of  substance  abuse;  declining  public  services;  a  widening  chasm  of 
social  inequality;  grievous  new  inequities  in  the  tax  system;  and 
greater  insecurity  lor  working  people. 

A  low-wage  strategy  results  in  an  economic  race  to  the  bottom. 
It  is  as  if  their — in  their  demented  zeal  to  achieve  a  kind  of  com- 
petitiveness by  dragging  U.S.  standards  down  to  an  ever  lower 
level  they  forget  to  ask:  Competitiveness  for  what?  Competitiveness 
is  only  good  if  it  means — ^by  means  of  it  people  live  better.  An  econ- 
omy is  not  a  thing,  it  is  the  way  people  are  organized  to  meet  their 
material  needs. 

Some  say  manufacturing  does  not  matter  much  anymore;  the  in- 
formation age,  service  economy,  and  cybernetics  will  relegate  the 
American  factory  to  a  museum  relic.  Although  this  kind  of  thinking 
is  not  as  popular  as  it  used  to  be,  it  still  floats  around  in  some  rari- 
fied  intellectual  and  academic  circles. 

A  study  by  the  Economic  Policy  Institute  reveals  that  the  Na- 
tion's manufacturing  sector  is  even  more  vital  to  the  health  of  the 
economy  than  one  might  have  thought.  One  study  of  employment 
multipliers  in  the  U.S.  economy  found  that  the  average  U.S.  manu- 
facturing job  generates  4V2  times  as  many  secondary  jobs  as  the 
average  retail  job.  It  is  said  the  same  factory  job  generates  almost 
three  times  as  many  secondary  jobs  as  the  typical  personal  and 
business  service  sector  job. 

There  is  little  sense  in  dwelling  on  the  complaints  about  the  par- 
ticular policies  of  the  New  York  State  Department  of  Economic  De- 
velopment, whose  job  is  business  recruitment  and  retention.  The 
truth  is,  defensive  and  reactive  policies  that  aspire  only  to  slow  the 
relentless  decline  in  the  State's  industrial  base  have  not  worked, 
and  they  will  not  work.  Nor  will  attempts  to  save  New  York  indus- 
try company  by  company  through  seductive  tax  abatement  and 
subsidy  packages. 

The  New  York  State  congressional  delegation  is  not  doing 
enough.  It  is  time  to  organize  and  mobilize  our  31-member  New 
York  State  congressional  delegation  around  the  New  York  State 
economic  agenda.  Justice  for  New  York,  elements  of  the  agenda 
would  be. 

Looking  backward.  New  York  suffered  in  the  Reagan-Bush  years. 
Senator  Moynihan  assesses  the  damage  precisely:  New  York,  in 
those  12  years,  was  cheated  of  $136  billion.  By  virtue  of  that  fact 
we  argue  a  special  consideration  is  due  New  York. 

But  though  perhaps  the  most  victimized.  New  York  is  not  alone. 
Many  States  seek  a — will  seek  a  heightened  level  of  aid  from 
Wasnington.  The  New  York  delegation  should  localize  aggressively 
and  at  the  longstanding  unfairness  to  our  State,  and  win  its  share 
of  new  Federal  monies  the  State  deserves.  Defeat  Federal  policies 
that  hurt  New  York;  fight  for  the  ones  that  help  New  York.  State 
political  leaders  must  give  a  clearer  lead  to  the  congressional  dele- 
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gation,  as  example,  Grovernment  Cuomo  did  on  Federal  policies  that 
threaten  the  well-being  of  the  State;  for  example,  NAFTA. 

The  State  congressional  delegation  must  act  cohesively  and  on  a 
bipartisan  basis.  Some  State  delegations  act  as  a  unit  to  advance 
their  State  interests.  With  few  exceptions.  New  York  has  not.  This 
must  change. 

Enact  Federal  laws  that  curb  "smokestack  chasing."  In  this  "no 
good  deed  goes  unpunished"  Federal  system  used  by  big  business 
to  divide  rural.  State,  and  local  government,  a  State's  virtue  has 
become  liabilities.  New  York  suffers  political  discrimination  be- 
cause it  has  semicivilized — it  has  a  semicivilized  level  of  public 
services,  a  measure  of  social  amenities,  and  it  raises  State  revenue 
to  pay  for  them.  New  Yorkers  in  Congress  should  be  foremost  in 
devoting  their  energies  and  imaginations  in  designing  new  laws 
that  restrict  or  eliminate  "beggar  thy  neighbor"  interstate  economic 
competition — ^"smokestack  chasing" — of  which  there  are  all  too 
many  recent  examples  in  this — in  the  region. 

United  States  Secretary  of  Labor  Robert  Reich  has  been  eloquent 
in  denouncing  wasteful,  piratical  interstate  competition.  The  im- 
pact of  "smokestack  chasing"  on  the  State  treasuries  can  be  ruin- 
ous. Texas  paid  $30  million  to  hold  onto  a  local  auto  plant;  Ken- 
tucky's package  for  the  Toyota  plant  totaled  $125  million;  North 
Carolina  offered  a  German  manufacturer  $150  million  to  locate  a 
plant  in  that  State. 

New  York  also  chases  skyscrapers  as  well  as  smokestacks,  and 
has  just  paid  a  disgraceful  $40  million  to  hold  Morgan  Stanley. 
And  in  March  1993,  CBS  was  added  to  the  list  for  just  under  $50 
million. 

Do  not  stop  thinking  about  tomorrow.  The  whole  delegation 
should  follow  Senator  Moynihan's  outstanding  example  and  think 
strategically  for  New  York.  New  York  working  people,  who  send 
people  to  Congress  and  pay  their  ample  salaries,  expect  them  to 
concentrate  on  the  issues  that  affect  New  York's  long-term  eco- 
nomic future.  For  example,  Candidate  Clinton  promised  to  develop 
a  technology  policy;  he  promised  to  redirect  $76  billion  or  so  into 
a  Federal  research  spending  to  spur  industrial  innovation.  Areas  to 
get  stimulus  include  robotics,  batteries,  computer  chips,  "smart 
roads,"  biotechnology,  machine  tools,  fiberoptic  communication, 
mag-lift  trains,  computer  networks,  digital  imaging,  data  storage, 
software  sensors,  artificial  intelligence,  computer  aided  manufac- 
turing, demands  composite  materials.  Governor  Cuomo  and  the 
State  Department  of  Economic  Development  are  working  on  this. 
While  who  in  the — who  in  our  delegation  is  giving  thought  and  at- 
tention and  leadership  to  the  question:  How  can  New  York  benefit? 
We  expect  the  State  congressional  district  delegation  to  take  the 
lead  in  this. 

The  Southern  Tier  has  been  especially  devastated  by  the  indus- 
trial restructuring  and  corporate  downsizing  for  the  last  several 
years.  According  to  the  New  York  State  Department  of  Labor  mar- 
ket analysis  for  the  Southern  Tier  region,  during  the  5  years  that 
ended  July  1993  the  region's  factories  pared  15,100  high  paying 
jobs  as  staff  reductions  occurred  at  IBM,  CAU-Link,  Martin  Mari- 
etta, Endicott-Johnson,  and  Anthenall  Corp.,  to  name  just  a  few. 
Additional  cuts  have  occurred  in  many  small  companies. 
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The  latest  unemployment  numbers  I  have  for  April  1994  not  sea- 
sonally adjusted  show  a  slight  decline  in  Southern  Tier  unemploy- 
ment rate  from  6.9  to  5.5  percent.  This  is  no  recovery.  Not  every- 
body in  Washington  or  Albany,  as  Mr.  Paris  noted,  is  aware  that 
the  Southern  Tier  region  has  the  second  highest  concentration  of 
defense  procurement  activity  in  New  York  State.  The  Southern 
Tier  is  close  to  second — is  a  close  second  to  the  Long  Island  region. 

Organized  labor  has  long  advocated  the  Federal  policymakers  put 
in  an  economic  conversion  policy  worthy  of  the  name.  State  govern- 
ment should  be  pressing  them  to  do  just  that.  State  government  is 
also  responsible  for  the  transition  to  a  civilian  economy.  True,  the 
State  government  has  fewer  resources  than  Washington  for  cush- 
ioning blows  of  military  cutbacks.  A  few  years  ago,  at  the  worst 
moments  of  the  recession,  New  York  State  could  argue  with  some 
reason,  it  had  no  money.  Albany  now,  evidently,  has  some  money 
in  its  coffers,  and  a  wiser — and  wiser  budget  choices  could  have 
been  made  about  its  allocations  than  were  made  in  the  past  legisla- 
tive session.  Thank  you. 

[The  prepared  statement  of  Mr.  Tennant  can  be  found  in  the 
appendix.] 

Chairman  Kanjorski.  Thank  you  very  much,  Mr.  Tennant.  We 
will  take  into  consideration  your  lack  of  directness  in  several  com- 
ments. [Laughter.] 

I  guess  I  am  here  to  learn  something,  because  recently  in  my 
congressional  district  we  were  fortunate  enough  to  acquire  an  exec- 
utive that  was  with  IBM  most  recently  and  now  is  taking  over  a 
maior  effort  in  my  district.  And  the  other  night  when  I  was  talking 
to  him,  I  was  comparing  northeastern  Pennsylvania  to  the  South- 
ern Tier  of  New  York,  and  his  comment  was  that  he  felt — that  he 
was  sorry  for  us  in  northeastern  Pennsylvania  because  he  felt  we 
were  about  two  stages  behind  the  Southern  Tier  of  New  York.  And, 
of  course,  I  assured  him,  just  generally,  as  I  should  have,  that  we 
are  working  on  catching  up,  because  we  only  felt  the  depression  in 
northeastern  Pennsylvania  in  the  early  1950's,  and  we  are  about 
to  make  that  recovery,  and  we  are  willing  to  look  at  what  has  hap- 
pened in  New  York  since  1988,  and  what  has  happened. 

But  it  is  impressive  to  hear  that  one  out  of  five  jobs  has  been 
lost  since  1988.  That  is  not  a  humorous  thing.  And  I  have  had  the 
occasion  to  sit  as  a  worker's  compensation  referee  some  20  years 
ago  just  below  the  Southern  Tier,  in  Sara,  Pennsylvania.  So  I  came 
to  this  region  on  quite  a  regular  basis,  and  it  was  known  as  the 
intellectual  and  modem  technology  center  of  the  eastern  part  of  the 
United  States,  without  a  doubt.  And  it  is  unfortunate  that  we 
share  that  sympathy,  and  see  a  turned  back. 

But  on  the  other  hand,  to  sit  here  and  hear  the  wealth  of  ideas 
and  the  organizational  process  put  into  place.  Pennsylvania,  we  are 
bragging  about  the  Ben  Franklin  project,  and  here  UnlPEG  is  real- 
ly a  regional  Ben  Franklin  project.  What  I  particularly  like  is  the 
awareness  of  the  importance  of  long-term  thought  process,  edu- 
cation, and  how  long  and  how  penetrating  it  has  to  be  to  see  the 
long-term  turnaround. 

We  have  an  awareness — just  the  fact  that  we  have  such  a  good 
cross-section  of  everything  from  big  industry,  high-technology  in- 
dustry, education,  leadership  of  the  community  and  the  State  and 
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even  the  Federal  Government.  I  wish  we  could  assemble  this  in 
northeastern  Pennsylvania,  to  tell  you  the  truth.  Maybe  I  am  going 
to  take  you  up  on  this  idea  for  New  York,  Maurice,  when  you  pre- 
sented it  to  the  subcommittee,  and  see  if  we  cannot  do  something 
similar  in  Pennsylvania. 

But  the  one  thing  that  has  struck  me  here,  and  I  would  like  to 
get  some  of  the  response  to  that  question:  One  is,  you  are  in  a  sec- 
ond tier  market,  as  I  define  it,  and  that  a  primary  market  being 
New  York,  Philadelphia,  Washington,  Boston,  and  San  Francisco. 
That  is,  that  you  get  flights  into  the  area,  easy  communications, 
easy  transportation.  I  am  curious,  what  is  the  transportation — for 
instance,  from  Washington,  DC  to  Wilkes  Barre,  Pennsylvania,  it 
costs  more  than  to  fly  from  Washington  to  Frankfurt,  Grermany.  Is 
that  a  similar  problem  here?  So  that  I  am  acutely  aware,  as  far  as 
northeastern  Pennsylvania  being  a  secondary  market,  that  that 
failure  of  transportation,  both  the  schedule  and  the  cost,  sends 
high-tech  industry  that  have  to  send  executives  and  technicians 
around  the  country  scurrying  for  the  primary  markets.  And  I  can- 
not seem  to  get  any  attention  in  Washington  on  that  factor. 

And  it  is  a  subtle  factor,  but  very  important.  There  are  an  awful 
lot  of  people  that,  if  they  are  going  to  make  a  capital  investment, 
they  are  going  to  do  it  where  they  can  move  people  in  and  out  very 
quickly  and  not  have  to  put  up  with  the  cost  or  the  inconvenience 
of  transportation.  So  there  may  be  a  role  there  that  we  have  to  do 
something  in  these  secondary  markets. 

The  other  problem  that  I  sense  here  that  I  wish  I  had  in  my  dis- 
trict, but  I  do  not:  I  do  not  have  the  sophistication  of  the  industry 
you  have  up  here.  We  are  just  trying  to  get  into  technology. 

But  I  wonder,  Dr.  Van  Atta,  whether  or  not — we  are  meeting  the 
challenge  by  having  the  reassertion  of  the  reuse  of  economic  devel- 
opment in  the  Defense  Department,  or  should  it  be  over  here  in  the 
Economic  Development  Administration  on  the  civilian  side?  We 
should  maybe  have  a  coordination  with  the  Defense  Department, 
but  has  the  Defense  Department  usurped  economic  development? 
And  I  guess  I  would  ask  that  question  in  light  of:  Watched  TRP 
and  ARPA  put  out  funds.  The  thing  which  I  notice  most  of  all  is 
those  funds  seem  to  go  to  the  best  grantsman,  the  corporations  and 
the  entities  and  the  grant  takers,  who  can  polish  and  put  a  sophis- 
ticated application  in,  instead  of  sometimes  the  people  that  we 
have  heard  mentioned  here,  people  that  are  looking  for  opportunity 
and  a  share  of  opportunity.  Is  that  some  basic  prejudice  that  the 
Defense  Department  has  in  its  being  used  to  dealing  with  very 
large  defense  manufacturers  and  their  high  level  of  sophistication, 
as  opposed  to  the  average  manufacturing  based  American?  Maybe 
I  will  throw  that  first  question  to  you,  if  I  can. 

Mr.  Van  Atta.  Well,  I  guess  the  first  thing  I  would  say  is  that 
most  of  the  real  winners  in  the  TRP  were  companies  that  dem- 
onstrated some  of  the  real  capabilities  that  I  think  were  evidenced 
by  some  of  the  discussions  here;  companies  like  IBM,  for  example. 
IBM  won  more  TRP  awards  than  any  other  company. 

Chairman  Kanjorski.  Let  me  break  in.  We  are  glad  IBM  did, 
particularly  if  they  are  going  to  be  in  the  Southern  Tier  of  New 
York. 

Mr.  Van  Atta.  Right. 
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Chairman  Kanjorski.  But,  no — but  I  remember  my  father-in-law 
was  a  manufacturer  in  Florida.  He  used  to  tell  me  when  he  sent 
an  executive  out  to  buy  a  computer,  if  he  sent  a  vice  president  in- 
stead of  a  president  in  one  of  the  divisions,  the  vice  president 
would  always  buy  IBM.  Because  Apex,  if  it  saved  money  but  it  did 
not  work,  that  was  his  job.  But  if  you  bought  IBM  and  it  did  not 
work  it  really  did  not  matter,  because  he  bought  the  best.  And  the 
attitude  I  am  sort  of  asking  you:  Do  you  see — because  I  see  about 
80  percent  of  the  TRP  grants  went  out  to  the  largest  industries  in 
America,  and  sometimes  not  disbursed  across  America  to  the  great- 
est need  areas.  What  are  some  of  the 

Mr.  Van  Atta.  Let  me  make  two  comments  there.  There  is  some 
concern  that  the  TRP — in  the  way  it  was  structured,  particularly 
with  the  cost  sharing  and  the  kind  of  investments  that  are  required 
to  deal  with  some  of  the  types  of  technologies,  had  I  guess  you 
would  say  a  big  company  bias.  But  then  again  the  Technology  Re- 
investment project  is  about  taking  technologies  that  are  in  the  de- 
fense oriented  companies  or  related  defense  applications,  high-tech 
capabilities  that  have  large-scale  applications  capabilities — for  ex- 
ample, those  dealings  with  telecommunications,  high  speed  rail, 
large  electronics  manufacturing — and  providing  a  capability  to 
bring  those  into  new,  highly  leveraged  commercial  applications. 

Now,  in  my  mind,  the  kind  of  companies  that  have  the  resources 
internally  to  do  this  kind  of  research  and  development,  particularly 
working  with  the  Department  of  Defense  in  getting  those  tech- 
nologies developed — Motorola,  for  example,  and  IBMs  and  so 
forth — ^having  the  kind  of  ability  to  put  together  partnerships  of  a 
range  of  companies  that  could  support  them,  probably  requires  at 
least  some  level  of  large  scale  corporation  for  most  such  develop- 
ments. 

But  I  want  to  make  a  point  here,  and  I  think  this  is  an  impor- 
tant point.  We  have  talked  about  recreating,  if  you  will,  the  U.S. 
economy,  refocusing  and  using  what  we  call  technology  reinvest- 
ment, in  relationship,  of  course,  to  the  Department  of  Defense  here 
because  this  is  a  defense  interest  here.  To  meet  our  dual-use  pro- 
duction capabilities,  the  TRP  is  creating  the  new  potential  system 
vendors  of  the  future,  to  go  back  to  your  comment  about  Loral. 

These  new  systems  vendors  of  the  future  will  be,  then,  the  com- 

Eanies  that  will  turn  to  the  current  companies  that  are  the  supply 
ase,  the  subtier  vendors,  and  provide  jobs  for  them.  It  is  my  basic 
view  that  the  small-  and  medium-sized  companies  that  are  having 
problems  today  in  defense  are  not  generally  going  to  keep  them- 
selves afloat  by  jumping  into  new,  exciting  industries  without  hav- 
ing someone  to  supply.  If  you  do  not  have  someone  to  supply  you 
are  not  a  supplier.  And  their  hope  of  becoming  a  first  tier  vendor 
in  a  new  technology  area  related  to  that  which  they  were  supplying 
in  the  past  I  think  is  pretty  dam  remote. 

So  I  think  the  concept  of  the  TRP,  in  focusing  on  things  like  high 
speed  rail,  flat  panel  technologies,  electronic  multichip  module 
packaging,  and  other  kinds  of  electronic  interconnect  technologies 
for  high  speed  computing,  for  example,  is  emphasizing  technologies 
that  are  going  to  be  put  on  the  market  largely  by  either  existing 
or  new  system  integraters.  These  integraters  are  going  to  be  the 
Sun  Microsystems,  the  Compaqs,  the  Motorolas,  or  Lorals  of  this 
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world.  They  will  then  provide,  in  that  leveraging  process  we  talked 
about,  jobs  and  business  for  companies  that  currently  are  suppliers 
in  a  defense-unique  market. 

So,  the  point  I  am  trying  to  make  is,  I  think  that  the  TRP  is 
properly  structured.  However,  the  TRP  has  been  architected  with 
a  long-term  focus,  and  it  clearly  does  not  solve  a  near-term  problem 
for  a  vendor  who  is  a  supplier  of  a  defense  systems  vendor. 

Chairman  Kanjorski.  OK  I  can  understand  that,  and  perhaps 
my  charge  of  large  corporation  welfare — and  I  want  to  bring  that 
out  because  we  hear  about  public  welfare  and  we  hear  about  aca- 
demic welfare,  but  very  often  do  not  have  people  challenging — this 
is  a  form  we  happen  to  have  of  corporate  welfare. 

Mr.  Van  Atta.  I  disagree  with  that. 

Chairman  Kanjorski.  OK  Well,  let  me  go  to  something  Mr. 
Tennant  said,  though.  You  are  negotiating  these  support  systems 
with  very  large  corporations;  the  smaller  and  medium-sized  cor- 
porations will  be  the  suppliers  that  will  keep  up  and  step  up  high- 
technology  jobs  in  the  United  States. 

Now  my  question  is:  How  are  we  protecting  that  those  jobs  will 
remain  in  the  United  States  as  opposed  to  after  we  make  these  tre- 
mendous commitment  of  finances,  what  is  going  to  stop  these  var- 
ious companies  from  going  to  Mexico,  from  going  to  South  America, 
going  to  Asia  where  the  wage  level  is  significantly  different,  and 
the  environmental  standards  and  labor  standards  significantly  dif- 
ferent from  the  United  States?  Is  the  Labor  Department  and  is  the 
Department  of  Commerce  standing  in  there  and  negotiating  on  be- 
half of  the  U.S.  Government  and  the  taxpayers  and  the  workers  of 
the  United  States  to  see  that  this  capital  is  not  going  to  flow  out? 
And  if  it  does,  there  is  a  recapture  provision  and  certain  rights  to 
keep  the  benefit  of  that  capital,  not  to  augment  and  support  foreign 
economies,  but  in  fact  create  the  jobs  that  we  are  all  making  this 
willing  contribution  for? 

Mr.  Van  Atta.  Given  the  fact  that  you  are  going  to  be  in  a  global 
market,  what  you  do  not  want  to  do  is  to  put  in  rules  and  regula- 
tions and  laws  that:  One,  would  discourage  companies  from  even 
getting  into  the  game;  and  two,  would  restrict  them  from  really 
being  in  the  global  competitive  environment. 

Chairman  K\NJORSKi.  That  sounds  like  you  are  saying  that  you 
are  not  going  to  have  contractual  protections. 

Mr.  Van  Atta.  Grenerally  speaking,  there  are  specific  require- 
ments within  TRP  for  work  to  be  done  in  the  United  States. 

Chairman  Kvnjorski.  On  the  initial  TRP.  But  I  am  worried 
about  the  tremendous  value  product  it  is  created  after  that. 

Mr.  Van  Atta.  Well, 

Chairman  K\NJORSKi.  Let  us  make  the  assumption  that,  of 
course,  if  the  U.S.  Grovernment  did  finance  IBM,  but  IBM  devel- 
oped a  chip  with  a  computer  that  they  were  fortunate  enough  to 
create  the  great  wealth  for  the  Southern  Tier  over  the  20  or  30 
years  before  the  down  turn  now.  But  would  it  not  it  have  been — 
that  was  private  capital,  stayed  here.  But  if  it  had  been  public  cap- 
ital, and  if  IBM  had  not  stayed  here  and  went  to  Asia,  there  would 
be  a  lot  of  disappointment  if  public  money  went,  too. 

Mr.  Van  Atta.  Well,  one  of  the  questions  that  that  raises  is  what 
would  encourage  them  to  go  offshore.  What  we  are  finding  is  that, 
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as  an  example  in  the  flat  panel  display  area,  they  want  on-shore 
production,  the  companies  that  are  the  potential  consumers  of  flat 
panel  displays  for  laptop  computers,  and  so  forth,  are  actively  seek- 
ing on-shore,  U.S.  produced  capabilities.  And  I  think  it  is  the  busi- 
ness interest  of  those  companies  that  will  keep  it  on-shore. 

I  think  that  we  have  learned  from  our  mistakes.  United  States 
business  learned  from  its  experience  that  if  you  become  captive  of 
foreign  companies  for  key  products,  key  technologies  that  are  key 
components,  and  then  those  foreign  vendors  in  fact  are  closely 
linked  to  your  own  competitive  business  base,  that  you  are  putting 
your  business  at  risk.  There  are  changes  in  strategy,  changes  in 
thought;  in  U.S.  business. 

Plus,  we  have  learned  from  the  example  of  Micron,  for  example, 
in  making  dynamic  memories,  that  you  can  compete  effectively  in 
the  labor  and  the  technology  and  the  price  inputs  with  foreign  com- 
panies in  very,  very  price  competitive  markets.  Motorola  does  a 
wonderful  job  of  that,  for  example. 

Chairman  Kanjorski.  Maybe  what  I  am 

Mr.  Van  Atta.  So,  the  point  of  that,  the  business  interest  of 
these  companies  should  itself  keep  technology  in  the  United  States 
unless  we  bring  laws  in  that  make  it  unattractive  for  them. 

Chairman  Kanjorski.  I  guess  what  I  am  saying  to  you — and  we 
will  get  off  this  point  as  soon  as  I  end  it — we  are  not  subsidizing — 
directly  taking  taxpayers'  money  and  giving  it  to  large  corporations 
with  the  hope  that  they  will  create  jobs  nere  at  home  and  keep 
those  jobs  here  at  home.  And  we  have  no  contractual  obligation  of 
recovery  to  see  that  that  gets  done.  If  that  is  the  case,  why  should 
we  have  the  Defense  Department  make  these  awards  either 
through  ARPA  or  through  TRP  or  any  other  device?  Why  not  just 
take  the  Tax  Code,  change  it,  and  give  the  corporate  advantage 
taxwise  to  the  large  corporations  to  do  what  they  will  with  their 
money,  give  them  the  tax  break,  but  then  at  least  if  they  go  off- 
shore they  did  it  with  their  money,  they  did  not  do  it  with  sub- 
sidized money. 

There  is  something  about  the  idea  that  as  a  Member  of  Congress, 
and  representing — and  I  am  sure  Maurice  has  the  same  feeling — 
we  want  to  help  subsidize — have  corporate  welfare,  if  you  will. 
That  is  what  it  is,  whether  it  is  with  the  electric  car  at  General 
Motors  and  Chrysler  and  Ford.  We  are  willing  to  take  the  heat 
from  our  constituents  and  not  build  the  bridges  and  not  build  the 
houses,  not  build  the  hospitals  and  not  provide  the  education,  and 
direct  this  priority  and  this  capital  to  these  corporations,  but  we 
want  some  assurance  that  they  are  going  to  stay  here  and  create 
the  jobs.  And  if  they  do  not,  then  it  is  better  to  say,  "Well,  then, 
you  take  the  risk,  guys.  Do  not  come  to  us  with  a  program." 

Mr.  Van  Atta.  Well,  the  Department  of  Defense  wants  a  produc- 
tion base  to  be  in  the  United  States  that  it  can  rely  on.  And  so 
when  we  do  deal  with  companies  when  review  proposals  for  the 
TRP  Programs,  for  example,  we  look  to  see  the  viability  of  that 
team  and  the  business  plan  in  terms  of  production  and  capabilities 
in  the  United  States.  We  cannot  assure  that.  We  cannot  force  peo- 
ple to  say,  "You  will  not  move  it — all  of  this  somewhere  else."  We 
would  hope  that  the  fact  that  the  businesses  were  developed  here, 
the  technology  developed  here,  the  production  capabilities  are  here, 
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that  the  infrastructure  is  here,  and  therefore  the  interest  to  stay 
here,  hopefully  wath  new  and  enlightened  tax  laws  and  other  kinds 
of  things,  will  keep  the  businesses  here.  And  what  we  are  finding 
is  that  U.S.  companies  are  starting  to  see  some  differences  here. 
Maybe  not  as  rapidly  as  our  labor  leader  here  would  like  to  see, 
in  terms  of  some  of  the  ways  they  apply  things,  but 

Mr,  Tennant.  Nowheres  near  as  rapidly. 

Mr.  Van  Atta.  One  of  the  other  issues  you  have  to  raise  is  if  you 
start  putting  various  kinds  of  regulations  and  rules  in  as  you  are 
talking  about,  are  you  going  to  lose  these  companies  even  being  in- 
terested in  doing  these  kind  of  programs  and  projects.  I  have  seen 
this  in  certain  very  specific  applications — that  you  put  that  in. 
That  means  that  you  are  restricting  me  so  I  cannot  take  this  tech- 
nology development  and  put  it  in  a  factory  that  will  allow  me  to 
penetrate  the  markets  in  Korea,  Japan,  and  so  forth,  because  you 
are  saying  that  I  cannot  produce  this  technology  outside  the  United 
States  and  that  would  make  me  uncompetitive.  What  they  want  is 
the  ability  to  do  both  of  those. 

Mr.  BUDEN.  May  I  break  in  for  just  a  moment.  Mr.  Kanjorski,  you 
made  a  very  significant  point  a  moment  ago  and  then  rushed 
passed  it.  It  is  a  point  I  have  been  making  in  my  presentation.  We 
can  spend  the  billions  of  dollars  that  we  are  now  furnishing  Amer- 
ican corporations  for  defense,  and  so  forth,  we  can  spend  it  on  com- 
munity development,  and  that  will  generate  local  jobs,  and  they 
will  not  go  off  into  other  countries.  They  will  remain  here  because 
you  are  building  and  developing  the  things  that  we  produce  locally. 
There  is  no  leakage,  or  very  little  leakage  out  of  the  system. 

Now,  no  one — and  I  think  the  gentleman  who  is  speaking  should 
admit  to  the  honesty  of  it — the  Japanese  who  have  such  a  con- 
trolled economy  have  not  been  successful  in  stopping  the  leakage, 
extensive  leakage  in  their  major  industries  into  other  areas  of 
Southeast  Asia.  First,  they  moved  investments  into  South  Korea, 
then  they  realized  the  Koreans  were  expanding  and  costs  were  ris- 
ing so  they  have  shifted  down  into  Southeast  Asia,  Malaya  area. 
Unemployment  in  Japan  is  serious,  it  is  rising.  They  have  a  little 
protection  by  their  lifetime  employment  for  selected  employees,  but 
the  Japanese  economy  is  now  hurt  by  the  exporting  of  jobs. 

And  I  am  saying  if  our  focus  is  to  be  upon  jobs  and  our  focus  is 
to  be  upon  our  own  internal  development,  then  the  Congress 
should  look  at  spending  its  funds  for  development,  which  we  have 
neglected  for  centuries  in  this  country.  We  have  areas  of  our  cities 
that  have  not  been  rebuilt  but  are  now  crime  hellholes. 

In  fact,  that  raises  a  question  for  the  gentleman  who  has 
stressed  more  military  spending:  How  many  parts  of  the  Motorola 
company  are  no  longer  in  the  United  States? 

Mr.  Van  Atta.  Let  me  make  a  point  on  Motorola.  Motorola  pro- 
duces its  pagers  and  its  cellular  telephones  in  the  United  States 
and  penetrates  the  Japanese  market  tremendously  well.  In  order 
to  be  a  global  company,  they  obviously  are  going  to  set  up  produc- 
tion facilities  in  other  parts  of  the  world. 

Mr.  BUDEN.  Thank  you,  you  have  just  answered  me. 

Mr.  Van  Atta.  However, 

Mr.  BUDEM.  They  are  going  to  set  up  their  facilities  elsewhere. 

Mr.  Van  Atta.  However,  they  have 
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Mr.  BUDIN.  We  pay  for  it  here,  and  they  set  up  there. 

Mr.  Van  Atta.  They  have  and  will  maintain  major  production  fa- 
cilities in  the  United  States,  are  one  of  the  leading,  fastest  growing 
companies — I  am  not  plugging  them  as  an  individual  company,  but 
you  asked — because,  one,  they  are  global;  two,  they  do  have  a  U.S. 
base;  three,  they  depend  upon  that  U.S.  base  and  have  flourished. 

And  I  think  if  you  look  at  Motorola  as  an  example  of  the  kind 
of  company  we  want  to  develop  and  link  to  in  our  dual-use  strat- 
egy, you  will  see  that  it  is  good  for  the  United  States,  it  will  grow 
jobs,  and  it  will  be  much  faster  growing  jobs  through  that  kind  of 
mechanism  than  through  the  kind  of  other  approaches  we  talked 
about. 

Mr.  Tennant.  Sir,  what  about  the  things  that  have  been  already 
gone.  Motorola  manufactures  television  sets,  also,  and  various 
other  forms  of  electrical  appliances,  and  they  are  already  gone. 
Just  because  they  make  a  couple  of  widgets  in  the  United  States 
does  not  make  them  a  hero.  We  want  all  their  manufacturing  back. 
You  know,  that  is  what  we  are  talking  about,  import  and  export. 
And  it  is  not  an  export  if  you  go  overseas  and  manufacture  it.  It 
just  becomes  another  foreign  company  with  an  America  name.  We 
do  not  feel  that  that  is  the  solution  to  the  problem.  If  we  loan  com- 
panies that  are — or  we  loan  companies  capital  to  get  started,  we 
feel  there  should  be  some  penalty  when  they  abandon  this  country. 
And  that  is  exactly  what — ^you  know,  we  look  at  it  in  the  labor 
movement  as  abandonment. 

Mr.  Meyer.  Chairman,  if — I  had  a  thought  earlier.  If  I  could  just 
rewind  back  to  the  initial  thought  about  the  role  of  the  Department 
of  Defense  in  job  creation,  particularly  at  the  small  business  level. 
You  talked  about  the  grant,  and  it  takes  somebody  who  is  good  at 
writing  to  be  able  to  win  it,  and  I  think  we  are  good  at  writing. 
We  write  good  proposals  and  we  perform  well  in  those. 

But  one  of  the  programs  in  DOD  that  will  be  a  gold  mine,  I 
think,  for  the  small  disadvantaged  businesses  particularly  where 
we  are  talking  about  trying  to  get  in  and  start  minority  ownership 
of  small  businesses,  is  the  Mentor-Protege  Program  being  spon- 
sored by  the  Department  of  the  Army.  We  participate  in  that.  I 
have  taken  a  small  high  software  company,  that  has  only  7  or  8 
employees  and  act  as  a  mentor  to  them,  teaching  them  how  to 
write  their  proposals  so  that  they  can  get  the  grant.  They  also  then 
act  as  my  vendor  so  that  I  am  building  my  small  disadvantaged 
business  base. 

Chairman  Kanjorski.  Do  you  get  paid  separately  for  that 
activity? 

Mr.  Meyer.  What  they  are  forming  on   this  activity — on  this 

E articular  one  they  are  a  vendor  for  me  as  a  small  disadvantaged 
usiness.  I  am  trying  to  grow  them.  This  particular  piece  of 
Mentor-Protege  I  do  not  get  paid  for.  Is  it  good  for  me?  Because  I 
am  building  my  subcontract  base  of  viable  subcontractors  who  can 
participate  in  the  high-tech  area,  and  this  one  is  in  integrated  lo- 
gistics support  and  in  software.  Less  than  10  people. 

But  one  of  the  Department  of  Defense  programs  that  is  in  addi- 
tion to,  and  it  is  a  layer  below  what  we  are  talking  about  here  with 
the  technology  refined  data.  This  is  a  small  disadvantaged  busi- 
ness, it  is  a  mentor-protege  where  you  take  the  large  companies 
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who  are  getting  a  good  pay  from  the  government  doing  products, 
and  you  act  as  a  mentor  for  a  small  disadvantaged  business.  It  is 
a  real  gold  mine  for  the  future,  because  that  is  where  jobs  are  cre- 
ated, in  these  small  businesses.  And  I  think  it  is  a  real  positive 
program. 

Chairman  Kanjorski.  You  say — I  agree  with  that,  but  I  really  do 
not  like  the  whole  designation  of  minority  businesses  and  set- 
asides  and  all  that.  I  think  as  a  beginning  area  that  is  not  bad  and 
has  not  been  bad.  But  from  everyone  that  I  think  is  in  the  minority 
community  that  wants  to  move  out  and  be  part  of  the  whole  pic- 
ture, and  what  we  have  to  do  is  give  them  opportunity.  And  that 
means  give  them  access,  like  everyone  else  has  access.  And  it  does 
not  matter  on  whether  they  are  a  minority  or  not.  Minority,  in  that 
regard,  is  also  small-  or  medium-size  business.  Actually,  I  would  be 
interested  to  look  at  what  is  going  to  come  out  of  the  technology 
of  the  Defense  Department. 

But  in  hearings — in  past  hearings  of  this  subcommittee,  with  all 
of  the  expenditure  for  research  and  development  we  make  in  the 
country,  what  we  find  is  that  the  Federal  Government  does  not 
market  that  technology  very  well.  In  the  last  5  years,  $75  billion 
a  year  in  research  and  development,  they  have  licensed  out  314  li- 
censes, for  a  grand  total  of  $36  million  revenue.  It  is  an  embarrass- 
ment to  admit  it.  It  costs  more,  I  think,  to  warehouse  the  paper- 
work than  we  have  derived  a  thing. 

Now,  my  answer  to  that  is:  Let  us  open  up.  Matter  of  fact,  Mau- 
rice Hinchey  is  one  of  the  guys  in  Congress  that  came  to  me  and 
said,  "Look,  this  would  help  my  area  if  we  allowed  small  entre- 
preneurial people  and  small  businesses  to  get  into  this  wealth  of 
research  and  development  the  government  owns."  Right  now  it  is 
down  there,  and  you  admit  you  write  a  program  well. 

Mr.  Meyer.  Right. 

Chairman  Kanjorski.  Or  you  know  how  to  hire  the  "inside  the 
beltway"  consultants  who  can  write  a  program  well.  But  why 
should  middle  America  and  displaced  America  have  to  hire  that 
type  of  consultant  to  get  into  these  areas  to  get  these  grants. 

Mr.  Meyer.  You  have  touched  the  Rosetta  stone.  To  simplify  the 
acquisition  process,  and  simplify  it  for  all,  small,  medium,  and 
large,  is  absolutely  a  Rosetta  stone  for  job  creation.  Because  that 
does  two  things:  It  also  cuts  out  expensive  government,  too.  If  I  do 
not  have  to  write  a  complicated  proposal,  I  do  not  have  to  review 
a  complicated  proposal,  and  I  do  not  think  I  would  have  to  have 
very  stringent  procurement  guidelines.  I  do  not  say  that  you  throw 
all  guidelines  and  we  have  no  rules.  But  I  think  you  have  to  make 
the  procurement  process  available  to  the  small  business,  too,  and 
vou  simplify  it.  By  the  way,  that  also  helps  all  of  us,  it  helps  big 
business,  small  business,  medium-size  business  to  be  able — and 
that  is  why  I  was  complimenting  Dr.  Perry,  really,  on  his  initiative 
by  simplifying  and  streamlining  the  acquisition  process.  That  is 
critical.  That  is  absolutely  critical  to  being  able  to  turn  things  over 
quicker  and  get  out  of  the  paperwork  mill. 

Chairman  Kanjorski.  Let  me  describe  some  of  the  problems. 
First  of  all,  one  of  the  reasons  I  am  up  here  is  because  Congress- 
man Hinchey  has  been  a  major  part  in  recognizing  this  idea  of  the 
inventory  we  have  down  there,  both  in  the  Defense  Department 
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and  the  civilian  side  of  the  government,  of  tremendous  opportuni- 
ties for  technology  transfer  to  create  jobs.  And  we  have  put  to- 
gether a  bill  and  ne  is  an  original  cosponsor  of  it. 

Second,  I  am  running  into  my  congressional  district,  and  I  sense 
it  probably  would  be  up  here,  too,  there  is  a  sort  of  an  undertone 
of  what  Mr,  Tennant  was  talking  about,  where  almost  we  have  had 
it  up  to  here  and  we  have  had  it  too  much,  we  are  not  going 
to  take  it  anymore  in  terms  of  we  are  spending  this  $75  billion 
in  development. 

Some  congressional  districts  are  not  the  research  universities 
and  centers  of  the  world.  Now,  you  do  have  Cornell  up  here,  and 
that  is  a  great  complement.  But  when  you  look  at  MIT  and  Har- 
vard and  some  of  these  institutions  that  get  $400  and  $500  million 
a  year  of  Federal  largess,  my  constituents  pay  that  because  they 
know  in  my  district  they  do  not  have  an  MIT  or  a  Harvard,  and 
we  never  will.  That  is  not  going  to  be  on  the  screen. 

But  we  are  looking  at  the  Harvard  and  MITs  of  the  world  to  spill 
out  the  technology,  whether  it  is  from  the  university  or  from  the 
government,  that  business  people  can  take  to  my  district  to  create 
good  jobs.  That  we  are  not  carrying  through  with.  But  what  I  basi- 
cally said  to  the  doctor  here  is  that,  "Is  that  not  mentality  of  the 
big  corporation,  the  big  entity,  the  good  picture  rather  than  the  fol- 
lowthrough  of  where  does  that  money  ultimately  go  and  where  does 
that  technology  ultimately  go?"  And  what  I  am  suggesting  is  that 
we  do  not  get  it  out  to  all  America  to  create  the  jobs  and  the 
opportunities. 

Soon  most  of  America  is  going  to  say  to  their  representatives, 
"We  do  not  want  to  fund  this,"  and  then  they  are  going  to  say, 
"Only  fund  the  community  development  programs.  Only  fund  the 
things  that  will  directly  create  jobs,  and  let  big  business  decide 
where  to  put  their  money  and  give  them  the  tax  writeoff,"  which 
takes  the  directive  ability,  and  does  hurt  the  dual-use  program  for 
defense  because  we  do  not  know  whether  we  will  have  the  proper 
base  if  we  get  into  a  defense  problem.  Maurice,  I  would  like  you 
to  jump  in,  if  you  would. 

Mr.  BuDESf.  Mr.  Chairman, 

Mr.  Henchey.  Well,  I  think  it  is  a  fascinating  discussion,  obvi- 
ously, and  one  that  is  very  important.  One  of  the  things  that  I  hear 
from  the  people  that  I  represent  more  and  more,  particularly  in 
this  kind  of  economic  climate,  is  that  they  are  tired  of  something 
that  they  sense,  which  is  that  we  are  increasingly  subsidizing  the 
economies  of  other  countries  around  the  world  to  the  detriment  of 
our  own  economy  in  one  way  or  another.  The  most  visible  aspect 
of  that,  of  course,  is  the  $60  billion  trade  deficit  we  have  with  the 
Japanese,  but  it  is  not  the  only  one.  There  are  a  variety  of  others. 

The  discussion  that  was  being  held  earlier  a  few  minutes  ago 
with  regard  to  Motorola,  as  to  whether  Motorola  is  out  of  the  coun- 
try or  in  the  country,  one  of  the  ways  to  probably  resolve  that 
would  be  to  look  at  the  Motorola  trade  deficit.  What  is  the  value 
of  the  components  that  Motorola  exports  from  the  United  States  as 
opposed  to  the  value  of  the  materials  that  Motorola  manufactures 
elsewhere  and  imports  into  the  United  States.  That,  I  think,  might 
be  the  critical  way  to  look  at  that  question. 
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In  any  case,  we  have  not  done  enough,  I  think,  in  terms  of  pro- 
moting and  developing  new  technologies  that  are  actually  manufac- 
tured in  the  country.  That  has  been  our  major  problem.  It  is  not 
that  we  have  not  been  clever,  it  is  not  that  we  have  not  been  intel- 
ligent or  inventive  and  creative,  we  have  been  all  of  those  things. 
It  is  just  that  for  some  reason  American  industry,  in  recent  decades 
at  least,  has  decided  that  it  is  either  not  going  to  enter  a  particular 
field  from  a  manufacturing  point  of  view,  or  if  it  does  it  is  going 
to  enter  into  it  from  the  aspect  of  a  foreign  country  and  do  it  some- 
place else  outside  of  the  United  States. 

And  that  is  what  I  find  very  troubling  with  regard  to  a  number 
of  initiatives  that  we  are  currently  involved  in,  in  the  context  of 
what  is  called  the  global  economy.  And  it  makes  me  very  nervous. 
It  is  one  thing  to  be  a  proponent  of  the  global  economy  if  you  are 
Costa  Rica  or  Spain  or  Ireland  or  any  number  of  other  places.  But 
I  think  you  have  to  look  at  the  global  economy  from  a  different  per- 
spective if  you  are  the  number  one  industrial  power  in  the  world, 
a  continental  power  in  nature,  with  a  population  approaching  300 
million  people,  and  the  largest  market  in  the  world.  I  think  that 
your  perspective  invariably  has  to  be  a  little  bit  different.  And  I  am 
not  so  sure  that  we  have  always  had  that  different  perspective,  and 
I  am  not  so  sure  that  we  have  always  been  looking  out  for  our  own 
best  interest. 

While  at  the  same  time  we  want  to  be  generous  and  sharing,  we 
want  other  people  in  other  parts  of  the  world  to  have  a  strong  econ- 
omy and  a  rising  standard  of  living,  I  am  not  so  sure  that  in  recent 
decades  we  have  done  enough  to  concentrate  on  the  specific  aspects 
of  the  American  economy  to  ensure  that  our  growth  and  develop- 
ment is  consistent  with  expanding  opportunity  and  expanding  jobs. 
And  that  was  among  the  points  that  I  think  Dick  was  making  a 
little  while  ago. 

Mr,  Carter.  One  of  the  points  that  is  concerning  me  is,  of  course, 
the  fact  that  we  are  not  doing  enough  in  manufacturing  processes. 
You  know,  their  time  to  market,  the  agility,  those  elements  that 
once  we  had  the  technology.  And  I  applaud  the  work  in  the  dual — 
you  know,  your  duality  program  in  the  Department  of  Defense.  But 
when  we  look  at  our  foreign  competition  and  how  effective  they  are 
in  bringing  products  to  market,  it  is  a  concern  in — and  I  know 
there  are  some  attempts  to  do  that.  And  I  agree  also  that  we  need 
to  look  at  long-term  initiatives,  but  we  need  to  also  put  a  very  sig- 
nificant emphasis  on  short-term  initiatives,  as  emphasized  in  put- 
ting people  to  work. 

A  lot  of  what  I  have  heard  today  from — ^you  know,  from  our 
members  here  at  DOD  leave  me  with  a  feeling  that  the  major  em- 
phasis is  on  long-term  initiative.  Very  important.  But  we  need  to 
see  how  those  can  be  imbedded  rapidly  into  the  work  force  to  put 
our  people  back  to  work  now,  to  help  us  with  our  unemployment 
problem. 

Mr.  Van  Atta.  Let  me  comment,  first  of  all,  on  the  issue  of  the 
manufacturing  end  of  business.  Within  the  investment  base  of  the 
government  I  do  not  think  there  is  any  investment  more  heavily  fo- 
cused than  the  Defense  Department  focus  on  transforming  manu- 
facturing. In  fact,  the  new — or  the  Acting  Under  Secretary  of  De- 
fense for  Acquisition  Technology,  Noel  Longmeier,  himself,  heads 
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up  the  Defense  Manufacturing  Council,  the  focus  of  which  is,  in 
fact,  to  incentivize,  improve,  and  increase  the  attention  toward  lean 
manufacturing,  rapid  turnaround  manufacturing,  enterprise  inte- 
gration. Mike  McGrath  at  ARPA  has  been  heading  up  this  pro- 
fram.  They  have  made  considerable  efforts  in  trying  to  define  this, 
nance  it,  and  increase  industry  interest  in  it. 

We  want  to  make  these  processes  available  to  commercial  indus- 
try as  much  as  possible,  because  that  is  what  we  want  to  leverage. 
So  that  is,  in  fact,  an  ongoing  process.  It  is  a  change  state  for  com- 
panies, and  the  government,  in  this  case,  is  leading  that  change 
using  new  ideas,  new  technologies,  and  trying  to  find  mechanisms, 
I  guess  you  would  say,  to  demonstrate  and  show  the  effects  of  that, 
so  that  business  can  then  build  upon  it.  DOD,  in  essence,  will  pay 
the  upfront  costs,  as  DOD  has  in  so  many  other  areas,  because  it 
is  in  our  interest  to  see  it  work.  So  we  are  working  in  that  area. 

With  regard  to  short  term  versus  the  long  term,  DOD's  short- 
term  interests  are  to  assure  that  it  can  sustain  a  level  of  security 
and  the  industrial  base  that  it  needs  for  its  current  and  immediate 
future  in  defense.  And  we  do  that  basically  through  defense  pro- 
curement. Somebody  mentioned  something  about  the  submarine. 
Turns  out  it  is  cheaper  to  build  another  submarine  than  to  moth- 
ball the  submarine  factory,  and  to  keep  jobs  going.  Turns  out  you 
try  to  mothball  that  factory — ^you  mothball  that  factory  — there  is 
a  very  thorough  study  done  by  Rand  on  that — it  costs  more  to 
mothball  a  factory — actually  costs  about  the  same  to  mothball  a 
factory,  but  you  get  no  submarine  and  you  get  no  jobs.  So  we,  in 
fact,  kept  the  submarine  factory  going. 

Now  somebody  could  say,  "Well,  do  not  worry  about  future  sub- 
marines and  do  not  mothball  the  factory."  That  is  our  job,  in  na- 
tional security,  to  make  decisions  as  to  whether  or  not  it  is  a  tech- 
nology and  a  capability  that  we  need  to  have  available  to  us.  So 
we  do  have  a  way — our  best  way  of  maintaining  our  near  term  in- 
terest is  through  our  defense  procurement,  most  of  which  is  for 
very  specifically  identified  technological  and  production  needs. 

Now,  you  know  that  procurement  is  smaller  than  it  is  been,  but 
I  think  we  would  all  agree  that  is  right.  We  do  not  want  to  be 
spending  the  kind  of  money  that  we  were  spending  against  the  So- 
viet Union  for  the  kind  of  defense  forces  that  we  now  need  for  this 
world,  and  we  want  to  transform  and  move  dollars  out  of  the  de- 
fense budget  into  other  areas.  And  that  is  what  is  happening.  Now, 
what  we  are  trying  to  do  is  find  the  best  ways  of  dealing  with  this 
transition  area,  and  fortunately  we  have  the  Office  of  Economic  Ad- 
justment and  we  have  the  Department  of  Commerce  to  help  do 
that. 

It  is  not  a  perfect  world.  And  I  will  say  another  thing,  and  that 
is:  We  did  not  get  into  this  job  4  years  ago.  Some  have  said,  "We 
have  been  at  this  in  New  York  for  5  years,  4  years."  This  adminis- 
tration started  1  year  ago,  IV2  years  ago  now.  And  we  have  put  in 
place  and  made  movement  toward  changing  things,  I  think  at  phe- 
nomenal pace,  with  good  help  from  the  Congress.  Sometimes  not  as 
much  help  in  some  areas  as  we  would  like  with  acquisition  reform. 
We  need  your  help  with  acquisition  reform.  We  have  got  to  have 
that  happen.  And  the  obstacles  making  acquisition  reform  happen 
right  now  are  on  the  Hill,  not  in  the  administration. 
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Chairman  Kanjorski.  Doctor,  I  think  that  if  we  can  estabhsh  a 
dialog  between  the  Congress  and  the  Defense  Department  on  some 
of  these  things  we  can  have  great  cooperation. 

Mr.  Van  Atta.  Well,  I  have  enjoyed  this  session,  and  I  have  en- 
joyed the  sessions  I  have  had,  individual  sessions  with  some  of 
your  staff.  And  I  am  going  up  to  Albany,  New  York,  to  talk  about 
the  flat  panel  display  initiative  here  in — Monday.  I  would  love  to 
come  visit  your  area  and  talk  about  the  kinds  of  activities  you 
have.  These  are  all  very  important  to  us,  and  I  think  this  is  a  very 
important  activity. 

One  comment  I  will  make  regarding  the  universities,  the  re- 
search universities  and  the  issue  there:  The  Defense  Department's 
funding  for  university  research  has  been  a  tremendous  job  creator 
and  an  economy  boost  for  this  whole  country.  And  I  think  Dr.  Li 
was  probably  ready  to  say  something  about  that.  I  hope  when  I — 
after  I  leave,  you  do,  because  the  role  that  ARPA  has  played,  for 
example,  in  creating  the  fantastic  computer  and  telecommuni- 
cations industry  we  have  in  this  country  today  cannot  be  over- 
stated. And  that  was  through  the  research  universities,  through 
the  MITs,  the  Stanfords,  the  Cornells,  and  the  Penn  States.  So  I 
want  to  make  sure  you  understand  that  before  I  leave,  and  thank 
you  for  inviting  me  here. 

Chairman  Kanjorski.  We  are  going  to  excuse  both  the  gentle- 
men from  the  Defense  Department  and  from  the  Department  of 
Commerce. 

Mr.  Li.  Mr.  Chairman,  may  I 

Chairman  Kanjorski.  Go  ahead. 

Mr.  Li.  Add  to  his  comments  just  a  little  bit? 

Chairman  Kanjorski.  If  you  will  give  us  about  2  minutes.  But 
they  have  to  catch  a  plane,  or  else  I  am  not  sure  what  the  duty 
is  if  they  do  not  catch  the  plane. 

Mr.  Li.  In  a  limited  way  we  are  trying  to  outreach  to  small  and 
midsize  business,  already,  as  I  stated  in  my  testimony.  And — ^but 
so  far  our  effort  has  been  funded  by  industry  and  State  government 
only. 

Chairman  Kanjorski.  Yes.  We  are  going  to  continue  on,  if  you 
will.  We  are  going  to  let  these  gentlemen  go.  Because  I  have  a  few 
observations,  and  I  know  Maurice  does.  But  we  will  excuse  you  if — 
do  you  have  a  flight  at  the  same  time? 

Mr.  Straub.  If  I  could  just  end  with  one  thing. 

Chairman  Kanjorski.  Sure. 

Mr.  Straub.  What  is  being  done  here  in  this  region  is  a  good  ex- 
ample of  the  type  of  thing  that  EDA  and  the  Federal  Grovernment 
needs  to  do  more  of,  and  that  is  involve  all  parties  in  the  process. 
That  is  the  concept  of  developing  a  competitive  community  eco- 
nomic base,  which  EDA  is  actively  pursuing  further.  I  commend 
the  people  in  the  Binghamton  area,  and  more  importantly,  com- 
mend this  subcommittee  and  Congressman  Hinchey  for  prodding  us 
in  that  direction.  I  am  looking  forward  to  working  with  both  of  you 
individually  and  as  a  committee  in  pursuing  these  goals,  as  well  as 
with  the  people  in  the  Binghamton  community. 

Mr.  Hinchey.  Thank  you  very  much. 

One  thing  I  would  like  to  ask  the  people  on  the  panel  is  simply 
this.  We  are  interested  in  being  helpful.  I  mean,  that  is  what  we 
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are  really  here  for.  And  Paul  has  come  up  here  because  he  is  very 
interested  in  being  helpful.  And  I  was  attracted  to  him  shortly 
after  I  went  down  there,  because  I  became  aware  of  the  kind  of  ini- 
tiatives he  was  engaged  in,  which  seemed  to  fit  right  into  the  kinds 
of  things  that  I  was  trying  to  do.  As  a  result,  we  have  been  working 
very,  very  effectively  together. 

But  we  need  to  know,  OK,  from  you.  Dr.  Monroe,  Dr.  Dellow, 
Frank  Meyer,  from  all  of  you  here  what  we  can  do  to  be  more  help- 
ful as  from — as  you  see  it  from  your  point  of  view.  Glenn. 

Ms.  Adams.  Could  I  respond  to  that  a  second? 

Mr.  HiNCHEY.  Please,  yes. 

Ms.  Adams.  I  wish  Mr.  Kanjorski  was  not  as  successful  in  his 
employment  hiring  practices. 

Chairman  Kanjorski.  In  what? 

Ms.  Adams.  I  wish  you  were  not  as  successful  at  your  employ- 
ment hiring  practices. 

Mr.  HiNCHEY.  He  stole  somebody? 

Ms.  Adams.  Yes. 

Chairman  Kanjorski.  Who  did  I  steal? 

Ms.  Adams.  Mike  Ziak. 

Chairman  Kanjorski.  Oh.  So  you  know.  Now  you  know. 
[Laughter.] 

No,  let  me  say  something,  though.  Mike  is  going  to  be  a  great 
addition.  But,  let  me  tell  you,  Mike  is  returning  home.  That  is 
where  he  is  from. 

We  have  a  natural  relationship  in  northeastern  Pennsylvania 
and  the  Southern  Tier  of  New  York  because  a  lot  of  our  people  are 
very  similar  and  we  have  located  from  the  various  places.  But  I 
want  to  point  out  that  something  that  we  are  suffering  from  in 
northeastern  Pennsylvania  and  all  over  Pennsylvania,  and  you  are 
suffering  fi-om  up  here  in  the  northern  tier  that  we  do  not  appre- 
ciate, and  it  is  unfortunate  the  defense  people  have  left.  But,  you 
know,  with  the  downsizing — there  is  an  industrial  downsizing  that 
is  occurring,  but  that  is  going  to  get  handled  in  a  reasonable  period 
of  time  because  you  have  good  private  sector  people  out  there  that 
are  thinking  it  through.  And  just  looking  at  your  organizational 
structure,  you  are  well  on  your  way  to  that  picture. 

What  are  we  going  to  do,  though,  with  California  and  Texas  and 
States  like  that,  that  had  a  tremendous  infrastructure  investment 
made  by  the  United  States  for  the  defense  threat  that  is  no  longer 
there?  That  is,  the  bases  that  will  be  closing  down.  In  sympathy 
to  the  lost  employment,  we  in  the  Congress  have  sort  of  gone  along 
with  the  idea  that,  "Well,  the  community  can  keep  the  base,  can 
keep  the  equipment,  can  keep  the  assets,  and  then  go  use  it." 

Now,  what  we  are  not  realizing — and  in  an  area  like  north- 
eastern Pennsylvania  we  have  never  had  that  type  of  military  base. 
So  we  do  not  have  that  potential  world  class  industrial  park.  And, 
on  the  other  hand,  in  the  1960's  and  the  1970's  and  1980's,  while 
we  fought  that  cold  war,  a  great  deal  of  our  tax  money  went  to 
Washington,  that  went  to  California  to  build  that  military  base. 
And  they  had  great  prosperity  from  the  1970's  and  the  1980's,  and 
now  the  downturn,  they  are  suffering  from  recession.  But  they  are 
going  to  get  the  world  class  industrial  parks  for  the  next  two  and 
three  decades. 
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So  we  got  hit  the  first  time  because  we  were  not  in  the  boom  of 
the  defense  industry.  And  now  we  are  going  to  get  hit  the  second 
time  and  the  worst  time,  because  we  will  not  have  the  physical  fa- 
cilities to  compete  with  the  industrial  world  class — industry  park — 
world  class  industrial  parks  of  the  future.  And  Germany  is  in  the 
same  boat. 

And  we  are  not — we  do  not  seem  to  be  addressing  that  as  a  strat- 
egy in  the  country.  We  are  sort  of  going  along.  And  I  appreciate 
your  attention  to  short-term  unemployment,  and  that  is  important 
particularly  for  here,  because  you  do  not  have  the  industrial  base. 
You  are  not  going  to  attract  people  to  the  Southern  Tier  of  New 
York  because  you  have  this  airfield  and  the  2-mile  airport  and 
hangar  facilities  and  communication  facilities  around  the  world, 
and  utility  systems  and  infrastructure  systems  that  can  compete 
around  the  world.  You  do  not  have  it.  We  do  not  have  it  in  Penn- 
sylvania. We  did  not  build  it.  California  has  it. 

So  I  fear  that  when  we  get  through  the  short-term  jolt  of  unem- 
ployment as  a  result  of  the  defense  turndown,  then  these  States 
that  had  the  boom  of  the  1980's  as  a  result  of  defense  are  going 
to  suck  up — like  that  great  sucking  sound  that  Mr.  Perot  talked 
about — all  the  new  modem  plants  and  industries  and  technology 
that  is  going  to  be  built.  Why  would  they  come  to  Binghamton  or 
to  Wilkes  Barre  when  they  can  go  to  Monterey  or  Sacramento  or 
any  of  these  areas  in  California,  move  into  a  cost-free,  100,000 
200,000,  500,000  square  foot  building  with  an  airport  outside,  and 
they  do  not  pay  a  penny  for  any  of  it.  Everything  is  there.  Now, 
that  is  what  I  am  worried  about. 

Ms.  Adams.  Congressman  Kanjorski,  I  think  one  of  the  reasons 
we  feel  so  compelled  in  our  region  is  to  address  the  issue.  But  I 
have  to  disagree  with  the  structure  of  the  TRP  outline  that  you  dis- 
cussed, in  saying  that  the  large  companies  were  receiving  a  dis- 
proportionate piece,  slightly  unfairly.  For  our  region  I  am  very 
pleased  that  we  happen  to  have  the  capability  to  write  and  be  suc- 
cessful at  winning  those  types  of  TRPs,  because  that  feeds  our  sec- 
ond tier  level  of  the  subcontractors  to  those  industries. 

If  there  is  anything  that  is  going  to  attract  industry  to  my  re- 
gion, from  my  perspective,  it  is  going  to  be  a  longstanding  Loral 
presence  within  my  region.  And  the  capability  to  feed  and  fund 
that  type  of  an  industry  here  is  very  key  to  our  long-term  survival 
of  our  second  tier  defense  subcontractors. 

Chairman  Kanjorski.  I  more  than  appreciate  that,  and  I  am  not 
saying  that  from  the  standpoint  that  we  would  do  anjdhing  on  na- 
tional policy  to  change  that.  What  I  am  saying  is  that  we  probably 
have  to  start  thinking  out  to  get  some  balance.  For  instance,  I  am 
not  against  MIT  getting  $450  million  a  year  research  and  develop- 
ment money.  They  are  well  worth  it.  Or  Stanford.  The  only  prob- 
lem is,  some  small 

Mr.  HiNCHEY.  Or  Cornell. 

Chairman  Kanjorski.  Or  Cornell.  OK,  right.  But  some  small 
community  colleges  are  picking  up  a  burden  to  retrain  that  work 
force  for  the  next  10,  20  years,  and  they  are  being  shut  out  of  Fed- 
eral largesse  entirely  because  we  are  making  the  election  to  do  it 
on  the  research  side,  but  we  are  not  doing  it  on  the  infi-astructure 
side. 


53 

Ms.  Adams.  Now,  I  agree  with  you  in  that  perspective,  and  I  can 
see  that  some  of  the  assistance  you  might  provide  to  us  is  addi- 
tional funding  into  the  STTRPs,  because  that  process  does  fund 
into  the  small  businesses. 

Chairman  Kanjorski.  I  have  to  compliment  New  York  State,  and 
then,  Mr.  Tennant,  I  have  to  get  back  in  defense  of  the  Governor 
and  some  of  your  erstwhile  congressional  delegation  here  in  New 
York.  You  will  be  amazed  to  know  that  the  Commonwealth  of 
Pennsylvania  is  6  percent  of  the  American  population,  and  there 
are  59  federally  funded  national  laboratories  in  the  United  States. 
You  will  also  be  amazed  to  know  that  Pennsylvania  does  not  have 
one.  And  New  York  has  a  considerable  amount,  and  much  to  my 
envy. 

But  I  think,  you  see,  those  are  the  important  areas.  I  think  those 
of  us  that  are  in  leadership  positions  politically,  and  whether  it  be 
on  the  legislative  side,  executive  side,  or  whether  it  be  on  the  Fed- 
eral level  or  the  State  level,  have  not  all  the  time  been  in  sync  be- 
cause of  how  things  happen.  And  we  are  not  really  looking  out. 

For  instance,  you  know,  I  compliment  New  York  for  those  na- 
tional laboratories,  because  that  is  your  future  generation  of  tech- 
nology that  research  and  development  is  doing.  That  is  your  guar- 
antee of  long-term  job  success.  But  you  have  just  heard  me,  though, 
do  an  autopsy  on  Pennsylvania.  No  national  laboratories,  no  world 
class  industrial  parks  of  physical  facilities  that  we  will  be  able  to 
use  for  industrial  development,  an  elderly  work  force,  a  relatively 
untrained  and  uneducated,  and  the  facilities  not  there  to  educate 
the  work  force.  You  can  see  the  great  fear  we,  as  a  delegation,  have 
in  Pennsylvania.  So,  I  mean,  I  think  you  should  stay  on — but  you 
are  really  far  ahead  in  some  instances  of  these  areas.  And  the 
worst  problem  is,  what  we  all  have  to  do  is  feel  sorry  for  California, 
but  watch  those  little  devils.  [Laughter.] 

Mr.  Tennant.  That  is  kind  of  the  point  is,  you  know,  we  have 
to  look  at  things  statewide.  You  know,  we  live  here  in  the  Southern 
Tier,  and  everything  is  Southern  Tier,  Southern  Tier.  But  I  do  not 
want  the  Southern  Tier  to  be  the  best  set  of  teeth  on  the  starving 
dog,  because  when  the  dog  dies  the  teeth  go  with  it. 

Mr.  BUDIN.  He  has  got  a  good  point  there,  because  if  you  look 
at  other  parts  of  New  York  State — and,  by  the  way,  the  high  condi- 
tion of  the  Southern  Tier  only  dates  back  30  or  40  years.  When  I 
moved  into  the  area  Binghamton  was  at  the  bottom  of  all  of  the 
labor  market  in  terms  of  they  were  at  the  top  at  unemployment 
and  bottom  with  wages. 

Now,  if  you  pass  by  Binghamton  and  go  to  other  parts  of  the 
State  you  will  find  duplicates  of  what  you  have  in  Pennsylvania. 
I  invite  you  to  come  along  the  St.  Lawrence,  and  you  have  city  or 
village  or  city,  town  where  they  have  age  distributions  that  are 
closer  to  St.  Petersburg,  Florida,  and  some  other  areas  in  the  State 
because  of  the  outmigration  of  the  young.  They  have  wages  that 
are  far  lower. 

And  one  of  the  interesting  problems  that  I  have  not  heard  men- 
tioned here.  When  some  of  these  industries  are  converted  to  non- 
military  production  but  find  themselves  in  areas  with  poor  infra- 
structures, poor  housing,  poor  social  services  they  leave  areas  to  go 
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elsewhere.  The  cities  that  lose  them  fall  into  permanent,  or  long- 
term  depressions. 

We  have  many  such  areas  with  low  levels  of  development  that 
just  struggle  along.  All  you  have  to  do  is  look  at  some  place  like 
Rome,  New  York,  Watertown,  and  all  of  those  in  the  north  areas 
of  the  State. 

If  you  take  a  look  at — around  the  State,  and  you  remove  Albany, 
parts  of  New  York  City,  Long  Island  any  longer,  you  have  serious 
problems  to  contend  with  that  I  am  afraid  and  unhappy  that  they 
are  like  your  problems  in  Pennsylvania. 

So  that  is  why  I  like  the  idea  we  must  redevelop  these  areas  by 
spending  internally.  You  get  the  biggest  bang  for  the  buck,  and  you 
get  a  future  built.  And  that  is  important.  A^d  I  think  that  should 
be  the  focus  of  government.  Not  the  support  of  a  set  of  industries. 
Let  the  industries  worry  for  themselves.  Make  credit  available  to 
them;  if  they  want  to  use  it,  fine.  But  do  not  pump  them  full  of 
money.  Spend  your  money  on  developing  the  other  areas  of  the 
country.  Lots  of  places  to  develop,  when  you  come  right  down  to  it, 
and  develop  the  social  structure,  the  educational  structure,  and  al- 
ways look  at  development  in  terms  of  the  particular  needs  and  re- 
sources of  the  area. 

If  you  bother  to  re-read  my  paper  and  look  at  the  appendices,  I 
emphasize  the  development  of  a  geriatrics  industry  for  this  area. 
Why?  We  have  got  a  hell  of  a  lot  of  old  people  and  they  need  serv- 
ices. And  there  are  lots  of  old  people  in  surrounding  areas.  And 
they  do  not  get  all  these  necessary  services.  So,  therefore,  there  is 
an  industry  there.  It  may  not  be  an  industry  that  we  want  to  turn 
to  readily,  but  it  is  an  industry.  And  it  keeps  the  dollars  at  home. 
They  circulate  locally. 

And  contrary  to  what  the  gentleman  from  the  Defense  Depart- 
ment said,  years  ago  we  used  to  think,  "Well,  we  are  going  to  have 
high-tech  develop  here,  and  that  will  sweep  us  ahead  of  the  rest 
of  the  world."  We  have  discovered  that  high-tech  industries,  make 
the  ideas.  But  where  were  the  goods  produced?  In  Bangalor,  India, 
right  now.  There  are  certain  kinds  of  computer  chips  being  pro- 
duced that  are  sold  here. 

Mr.  HiNCHEY.  Well,  Morris,  I  think  there  is  a  lot  of  value  in  what 
you  say.  But  the  other — there  is  another  part  of  the  equation,  and 
the  other  part  of  the  equation  is  manufacturing.  You  cannot  sur- 
vive— no  economy  can  survive  without  a  strong  manufacturing  sec- 
tor. The  conventional  wisdom  a  few  years  ago  that  was  floating 
around  was  that  the  United  States  was  somehow  now  becoming  a 
service  economy,  we  did  not  have  to  worry  about  it.  There  were 
going  to  be  good  service  jobs,  and  manufacturing  was  on  its  way 
out.  I  think  that  more  and  more  people  are  beginning  to  under- 
stand that  that  really  is  not  a  viable  principle  of  beliefs. 

So  I  think  that  fundamentally,  in  addition  to  what  you  are  say- 
ing about  investment  in  communities  and  infrastructure,  both  of 
which  I  believe  is  very,  very  important,  the  other  side  of  the  coin 
is  to  make  sure  that  you  are  on  the  cutting  edge  of  the  technologies 
that  are  going  to  produce  the  wealth  and  the  manufacturing  jobs 
of  tomorrow.  Such  as  flat  panel  displays;  such  as  the  kinds  of  com- 
pact chip  developed  that  we  are  seeing  here  at  IBM-Endicott  and 
elsewhere.  The  kind  of  things  that  have  to  be  on  the  cutting  edge 
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in  the  future. 

Mr.  BUDIN.  But  there  are  good  jobs  in  the  area  I  referred  to,  as 
well.  For  example,  there  is  a  tremendous  area  of  computerized 
prostheses  for  aged  persons,  and  other  cutting-edge  jobs  in  the  var- 
ious areas  I  have  identified.  I  am  still  insistent  that  we  do  not  need 
another  submarine  today  that  by  the  time  they  build  it  will  be  out- 
moded. It  will  take  them  10  years  to  get  it  off  the  drawing  board 
and  produce  it,  and  by  then  that  submarine  is  going  to  be  out  of 
date,  as  they  admit.  Now,  I  mean,  if  we  just  want  to  build  pyra- 
mids for  the  sake  of  building  pyramids,  fine,  we  will  join  the  Egyp- 
tians, and  you  know  where  they  are  right  now. 

Chairman  Kanjorski.  They  won  the  war. 

Mr.  Carter.  May  I  make  one  comment  in  response  to  Congress- 
man Hinchey's  comments.  One  that  comes  to  my  mind.  Congress- 
man, is  business  retention.  If  there  is  money.  Federal  money  oeing 
expended  to  subsidize  companies  in  the  South  to  accept  Northeast 
companies,  whether  they  be  Pennsylvania  or  New  York,  I  think  we 
need  to  look  at  that,  see  what  that  is  doing  to  our  own  local  States. 

And  so,  looking  at  business  retention  monies  available  to  our 
State,  both  Pennsylvania  and  New  York  State,  to  focus  on  retain- 
ing our  existing  businesses  with  our  technologies  and  in  the  area 
of  expansion  as  well,  to  help  these  existing  businesses  expand  so 
that  we  can  retain  this  and  build  on  what  we  have  and  use  the 
money  and  the  technology  effectively  that  already  is  here.  And  I 
have  heard  a  lot  about  and  a  concern  about  moving.  We  need  to 
think  about  retaining  and  expanding. 

Chairman  Kanjorski.  Yes,  if  I  could  just  give  you  a  little  insight 
in  that.  Most  recently  we  have  passed  in  the  House  the  Authoriza- 
tion bill  for  the  Economic  Development  Administration,  and  a 
major  part  of  that  is  a  new  direction  toward  making  funds  avail- 
able for  existing  businesses  and  new  businesses  in  new  ways.  But 
even  when  we  talk  of  that,  the  reason  why  it  is  always  important 
to  call  on  the  defense  people  with  the  civilian  side,  the  Commerce 
Department.  The  two  Departments  are  hardly  equal.  The  Com- 
merce Department  of  the  United  States  is  a  midget  among  a  giant. 
And  sometimes  what  I  fear  is  that  the  civilian  side  of  economic  de- 
velopment has  been  moving  through  the  Defense  Department  be- 
cause that  is  where  the  funds  are.  And  there  is  a  certain  mentality 
in  the  Defense  Department  that  size  is  important,  any  price  goes, 
that  the  definition  of  remission  is  somewhat  different  from  our — 
the  chief  way  we  do  it  on  the  civilian  side,  where  money  does 
count,  we  give  you  only  what  you  need,  nothing  more,  and  are  very 
cost  conscious. 

And  I  think  that  what  we  are  doing — I  mean,  we  can  take  the 
entire  budget,  economic  development  budget  of  the  United  States 
is  less  than — well,  it  is  not  enough  to  build  an  airplane,  a  B-1.  It 
is  not  enough  to  build  a — it  is  about  one-tenth  of  a  Trident  sub- 
marine. And  that  is  a  year's  budget.  So,  I  mean,  that  is  what  we 
are  dealing  with  in  proportions  in  government.  So  if  we  could  move 
either  some  agreements  from  the  Defense  Department  to  more 
readily  participate  with  the  civilian  side,  we  could  help  out. 

Now,  on  the  other  hand,  we  do  not  want  to  injure  the  dual  use 
and  the  conversion  area  which  is  very  important  to  the  Southern 
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Tier.  We  recognize  that.  We  are  not  going  to  do  that.  But  over  the 
course  of  a  period  of  time  we  want  to  make  sure  that  these  funds 
do  not  disappear.  And  I  think  we  can  accomplish  that. 

We  are  going  to  have  to  wrap  up  shortly,  and  since  I  am  in  my 
good  friend,  Mr.  Hinchey's  district,  I  would  certainly  like  you,  Mau- 
rice, to  take  the  last  several  remaining  minutes  here  and  wrap  up. 
I  think  it  has  certainly  helped  me,  and  I  am  much  more  informed, 
and  I  am  going  to  be  counting  on  I  think  one  of  the  most  progres- 
sive young  Congressmen  I  have  met,  and  certainly 

Mr.  HiNCHEY.  Thank  you  for  saying  young.  [Laughter.] 

Mr.  Monroe.  Excuse  me,  Mr.  Chairman.  I  was  wondering  if  I 
might  just  make  one  comment  in  response  to  Congressman 
Hinchey's  and  also  to  your  statement  about  minority  set-asides. 
Just  want  to  make  a  statement  about  that. 

With  less  than  one-half  of  1  percent  of  businesses  owned  in  the 
United  States  by  African-Americans,  that  when  you  have  set-asides 
you  are  not  talking  about  any  control.  Normally,  the  way  that 
works  is,  that  you  nave  majority  companies  hiring  a  few  contrac- 
tors. So,  but  that  is  something  we  can  discuss  at  some  other  time. 

Chairman  Kanjorski.  I  have  some  theories  I  think  will  be  help- 
ful on — ^because  really  right  now  that  is  a  very  unsuccessful 
program. 

Mr.  Monroe.  It  is.  It  is.  Quite  right. 

Congressman  Hinchey,  when  you  were  asked  what  we  could — 
what  you  could  do.  A  couple  of  things:  Not  only  support,  like  your 
staff  has  given,  and  so  forth,  to  looking  at  programs  like  this,  pro- 
grams of  empowerment.  The  President  has,  just  as  you  know, 
passed  the — or  you  have  passed  a  bill  and  it  was  signed  in  Feb- 
ruary on  empowerment  zones  at  depressed  communities. 

But  to  look  at  models  like  SEED  which  are  empowerment,  to  as- 
sist in  directing  people  to  where  funds  are,  to  assist  in  cutting 
through  the  red  tape,  and  to  look  at  legislation.  Congressmen,  that 
could  be  helpful. 

And  we  need  people  from  welfare  on  a  model  of  the  Child  Assist- 
ance Program.  CAP,  as  you  know,  has  one  major  drawback.  That 
is,  you  have  to — ^for  single  women  you  have  to  get  a  support  order. 
And  this  can  be  difficult.  What  about  families  that  are  together  and 
poor  people  that  want  to  work.  If  this  takes  2  years,  why  cannot 
people  be  weaned  off  and  still  get  maybe  health  care,  and  so  forth. 
This  would  take  legislation. 

Mr.  Hinchey.  Yes.  Well,  the  passage  of  the  National  Health  Care 
bill,  of  course,  would  go  a  long  way  toward  achieving  that  objective. 
It  would  deal — it  would  make  a  major  contribution  to  our  efforts 
to  deal  with  the  problem  of  welfare,  because  that  is  one  of  the 
things  that  holds  people  in  the  grip  of  that 

Mr.  Monroe.  About  2002. 

Mr.  Hinchey.  Yes.  Well,  no,  we  have  got  to  do  it  faster  than  that. 
But  that  is  one  of  the  things  that  holds  people  in  the  grip  of  wel- 
fare, fear  of  not  having  health  care.  You  know,  that  is  really  what 
does  it. 

Well,  I  just  want  to  say  thank  you  to  everyone.  This  has  been 
a  very,  very  helpful  discussion.  It  is  the  kind  of  thing  that  obvi- 
ously could  go  on  for  a  long,  long  time.  I  think  that  as  helpful  as 
it  has  been,  I  think  we  have  only  begun  to  deal  with  some  of  these 
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important  questions.  A  lot  of  things  have  been  raised  here  today 
that  could  require  a  lot  more  detail. 

Dr.  Dellow  talked  about  education  and  the  need  to  continue  some 
of  the  education  programs  that  seem  as  though  they  are  beginning 
to  fade  out,  and  to  be  creative  about  new  education  programs;  the 
need  for  continuing  education  and  long-term  education.  You  are 
speaking  right  into  the  kinds  of  things  that  Bob  Reich  has  been 
talking  about,  the  Secretary  of  Labor;  changing  the  unemployment 
structure  in  the  country  to  a  reemployment  situation.  I  think,  in 
fact,  you  used  the  phrase  "reemployment"  when  you  spoke  awhile 

ago- 
And  what  we  have  learned  is  that  short-term  training  is — ^has 

very  little  value  if  you  really  intend  to  train  someone  for  a  job. 
What  you  really  have  to  do  is  stick  with  that  person  and  provide 
long-term  training  to  be  certain  that  they  are  equipped  to  enter  the 
job  market.  And  to  its  credit,  that  is  what  the  administration  is 
doing  in  Washington  now.  I  think  that  that  is  one  of  the  most  im- 
portant new  initiatives  that  they  have  been  talking  about,  and  it 
fits  right  into  a  number  of  things  that  have  been  said  here  today. 

Well,  let  me  just  say  thank  you  to  all  of  you  for  the  contribution 
that  you  have  made  to  the  deliberations  of  this  subcommittee.  And 
Paul,  thank  you  very  much  for  coming  up  here,  for  being  with  us. 
I  know  that  this  will  feed  into  the  information  that  you  are  accu- 
mulating other  places  around  the  country,  and  we  are  going  to  see 
it  in  the  form  of  legislation  in  the  months  and  years  ahead.  Thanks 
very  much. 

Chairman  Kanjorski.  Well,  I  want  to  thank  you.  And  before  I 
adjourn  I  just  want  to  reiterate  again  that  some  of  the  major  con- 
tributions in  legislation  that  our  subcommittee  has  made  this  year 
are  a  direct  result  of  the  tremendous  input  of  Congressman 
Hinchey.  I  congratulate  his  constituents  for  being  wise  enough  to 
send  an  able  legislator  to  Washington,  and  he  certainly  has  stimu- 
lated me. 

Thank  you  all  very  much.  I  am  just  envious  that  I  have  to  leave 
the  great  Southern  Tier  of  New  York  and  go  to  northeastern  Penn- 
sylvania where  we  are  still  two  steps  behind  you  in  economic  devel- 
opment. Thank  you  very  much. 

[Whereupon,  at  4:20  p.m.,  the  hearing  was  adjourned. 1 
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Opening  Statement  of 

Hon.  Paul  E.  Kanjorski,  Chairman 

Subcommittee  on  Economic  Growth  &  Credit  Formation 

Committee  on  Banking,  Finance  &  Urban  Affairs 
U.S.  House  of  Representatives 

at  the  Field  Hearing  on 

Job  Development  and  the  Economic  Future  of  the  Southern  Tier 

Friday,  July  8,  1994 
Binghamton,  New  York 


Today,  the  House  Subcommittee  on  Economic  Growth  and  Credit  Formation  holds  the 
eighth  in  its  series  of  field  hearings  on  credit  availability,  job  creation  and  economic  growth. 
Today's  hearing  will  focus  on  the  needs  of  New  York's  Southern  Tier,  particularly  Broome 
County,  Tompkins  County,  and  Tioga  County.  Much  of  what  we  learn  today  will  also  address 
the  needs  of  Ulster  County  to  the  east. 

Today's  hearing  is  the  first  the  Subcommittee  has  held  in  New  York  and  I  would  like  to 
thank  my  colleague.  Congressman  Maurice  Hinchey,  for  inviting  the  Subcommittee  to  the 
Southern  Tier  to  hold  this  hearing.  As  a  Congressman  who  represents  Northeastern 
Pennsylvania,  I  feel  a  particular  affinity  for  my  neighbors  to  the  north  in  New  York's  Southern 
Tier.  The  area  I  represent  suffers  from  many  of  the  same  economic  problems  as  the  Southern 
Tier.  We  know  the  disadvantages  which  accrue  from  being  a  "secondary  market"  instead  of  a 
"primary  market"  like  New  York  City  or  Philadelphia.  As  a  result  both  regions  must  develop 
a  capacity  to  grow  from  within. 

The  people  of  the  Southern  Tier,  particularly  in  the  26th  Congressional  District,  were 
very  fortunate  to  be  represented  for  most  of  the  past  two  decades  by  an  extremely  thoughtful, 
hard-working  and  admired  Member  of  Congress,  former  Congressman  Matt  McHugh.  Like 
Maurice  Hinchey,  I,  loo,  succeeded  a  Member  who  served  for  several  decades  and  who  was  a 
living  legend  in  his  district.  As  a  result,  I  know  how  difficult  it  is  for  a  new  Congressman  to 
live  up  to  the  high  expectations  and  the  standard  of  excellence  set  by  his  predecessor.  I  am 
pleased  to  report  to  the  people  of  the  26th  Congressional  District  that  they  have  once  again 
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chosen  wisely.  Maurice  Hinchey  has  already  made  his  mark  as  one  of  the  most 
knowledgeable,  determined,  resourceful  and  respected  Members  of  Congress  in  a  very  large 
freshman  class. 

What  has  particularly  impressed  me  about  Maurice  Hinchey  is  that  he  is  a  firm  believer 
that  individuals  can  control  their  own  destiny,  and  he  has  both  a  vision  and  a  plan  to  build  a 
better  economic  future  for  the  Southern  Tier.  Job  creation  is  clearly  his  top  priority  and  he 
understands  the  many  complex  elements  that  must  be  part  of  any  successful  job  creation 
strategy  -  from  credit  availability,  regional  cooperation  and  job  training,  to  defense 
conversion,  reindustrialization  and  infrastructure  repair. 

When  my  Subcommittee  began  work  on  legislation  to  create  new  jobs  and  businesses 
by  promoting  the  transfer  of  emerging  new  technologies  from  government  labs  to  the  private 
sector,  Congressman  Hinchey  was  one  of  the  first  Members  to  understand  its  job  creating 
potential.  He  offered  constructive  suggestions  to  improve  the  bill,  and  he  was  the  single  most 
active,  vocal  and  persuasive  advocate  for  the  bill  when  it  reached  the  House  floor  and  was 
approved  by  a  two-to-one  bi-partisan  margin. 

Maurice  asked  me  to  hold  this  hearing  in  the  Southern  Tier,  because  he  understands  the 
importance  of  bringing  together  federal,  state,  and  local  officials,  area  business  and  labor 
leaders,  academics  and  economic  development  experts,  so  that  we  can  learn  from  each  other. 

All  too  often  people  view  Congressional  hearings  as  inquisitions.  This  hearing  is 
meant  instead  to  be  a  learning  experience.  Each  participant  brings  a  unique  perspective  to  the 
problem  before  us  of  creating  new  jobs  and  economic  prosperity  in  the  Southern  Tier,  and 
areas  like  it  across  our  nation.  The  advice  Congressman  Hinchey  and  I  receive  today  will  help 
us  advise  our  colleagues  in  Congress  on  the  steps  we  can  take  to  increase  job  creation  and 
promote  sustained  economic  growth,  both  in  the  Southern  Tier  and  across  our  nation. 

Without  objection,  our  witnesses'  prepared  statements  will  be  submitted  in  full  for  the 
record  of  the  hearing.  After  Congressman  Hinchey  has  made  his  opening  statement,  I  will  ask 
each  participant  to  identify  themselves  and  then  to  summarize,  in  five  minutes  or  less,  the  main 
points  of  their  written  statements.  Once  the  participants  are  done  with  their  opening 
statements,  I  want  this  to  be  a  very  free-flowing  and  open  dialogue,  where  everyone  feels 
comfortable  to  question  or  comment  on  the  statements  of  others,  even  my  own  statements. 
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Mr.  Chairman,    I  sincerely  appreciate  your  kind  words.    I  am  also  extremely  grateful 
to  you  that  the  Subcommittee  has  chosen  Binghamton  as  the  site  of  today's  hearing.    I  am 
anxious  to  hear  the  testimony  of  our  impressive  set  of  witnesses,  and  I  have  only  a  brief 
statement  to  make  before  we  get  down  to  business. 

As  we  all  know,  the  Southern  Tier  faces  many  important  and  complex  economic 
challenges  in  the  years  ahead.    I  have  just  announced  the  results  of  my  1994  Questionnaire 
that  was  circulated  throughout  the  26th  District,  and  it  is  clear  that  the  future  of  the 
economy  of  the  Southern  Tier  is  on  everyone's  mind.   40%  of  those  surveyed  stated  that 
they  were  not  optimistic  about  their  economic  future,  while  only  35%  felt  optimistic.    This 
outlook  is  a  result  of  a  local  economy  that  has  suffered  greatly  because  of  the  cutbacks  in 
national  defense,  the  restructuring  of  major  corporations,  and  the  recent  recession  which  has 
had  a  terrible  impact  particularly  on  the  manufacturing  sector  of  the  American  economy.    I 
believe  that  the  federal  government  must  be  doing  more  to  create  good,  decent-paying  jobs 
for  the  thousands  that  are  out  of  work  in  our  area. 

The  good  news  is  that  we  are  working  hard  to  fmd  solutions  to  these  challenges,  and 
this  hearing  marks  an  invaluable  opportunity  to  explore  some  of  the  potential  solutions. 
Many  people  had  meaningful  suggestions  in  my  Questionnaire  that  I  feel  should  be 
considered  in  Washington  --  providing  low-interest  loans  for  businesses  located  in 
communities  impacted  by  defense  downsizing,  expanding  and  improving  job  training 
programs,  and  a  variety  of  other  thoughtful  suggestions.    One  of  the  most  dramatic  results 
of  the  survey  is  that  about  75%  of  people  responded  supporting  the  Federal  Technology 
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Commercialization  Act  sponsored  by  Chairman  Kanjorski.   This  is  a  worthy  tribute  to  your 
diligence,  creativity,  and  understanding  of  the  value  of  good  jobs,  Mr.  Chairman.   I  was 
pleased  to  participate  in  the  fight  to  get  this  legislation  passed  by  the  House,  and  will 
continue  to  work  closely  with  you  as  we  proceed  to  conference  with  the  Senate. 

Another  issue  that  I  know  many  of  you  are  interested  in  is  the  transfer  of  ownership 
to  the  Broome  County  Industrial  Development  Agency  of  the  Martin  Marietta  plant.    This 
transfer  has  been  approved  by  the  full  House  of  Representatives  as  part  of  the  defense  bill, 
and  this  week  I  have  personally  appealed  to  Senator  Moynihan  for  his  support.    I  am 
optimistic  that  this  will  become  a  reality  before  the  end  of  the  year. 

These  steps  are  only  part  of  the  solution  for  the  economic  challenges  that  we  face 
here  in  the  Southern  Tier.    I  want  to  reaffirm  what  the  Chairman  said  in  his  statement,  that 
this  is  not  an  inquisition,  it  is  a  learning  opportunity.    We  have  assembled  an  impressive 
array  of  witnesses,  as  we  have  representatives  from  the  federal,  state,  and  local  level  as  well 
as  people  from  the  business,  academic,  and  labor  communities.   I  look  forward  to  the 
unique  input  of  each  participant. 

Again,  thank  you  Mr.  Chairman  for  maldng  the  trip  here  today. 
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U.S. DEPARTMENT   OF    COMMERCE 

ECONOMIC   DEVELOPMENT   ADMINISTRATION 

TESTIMONY   OF   DEPUTY  ASSISTANT   SECRETARY 

FOR    PROGRAM   SUPPORT 

CHESTER    J.    STRAUB,     JR. 

HOUSE    BANKING,     FINANCE   AND   URBAN   AFFAIRS    COMMITTEE 
SUBCOMMITTEE    ON   ECONOMIC   GROWTH   AND    CREDIT    FORMATION 


U.S. HOUSE    OF   REPRESENTATIVES 
FRIDAY,     JULY    8,     1994 
BINGHAMTON,    NEW   YORK 


CHAIRMAN   KANJORSKI,     CONGRESSMAN   HINCHEY   AND   OTHER 
DISTINGUISHED   WITNESSES,     LADIES   AND   GENTLEMEN,    THANK 
YOU   FOR   THIS    OPPORTUNITY   TO  APPEAR  BEFORE   THE 
SUBCOMMITTEE   ON  ECONOMIC   GROWTH  AND   CREDIT   FORMATION 
TODAY  AS    WE   FOCUS    ON  ECONOMIC    CONVERSION  AND   JOB 
CREATION,    AND   THE    EFFORTS    OF   THE    ECONOMIC   DEVELOPMENT 
ADMINISTRATION  TO   ASSIST  AMERICAN   COMMUNITIES   ADJUST 
TO   THE   NEEDS    OF   TODAY'S    GLOBAL   ECONOMY. 

I    COMMEND   YOU   FOR   THE   TIMELINESS    OF   THIS    HEARING,    MR. 
CHAIRMAN.       THE   CHALLENGES    FACING   ECONOMICALLY 
DISTRESSED   AREAS    AROUND    THE   UNITED    STATES    TODAY   ARE 
VASTLY   DIFFERENT   THEN   THEY   WERE   JUST  A   FEW   SHORT   YEARS 
AGO.       WHERE   THE    LOCAL    ECONOMIC    DEVELOPMENT   NEEDS    OF 
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MANY  OF  AMERICA'S  COMMtlNITIES  ONCE  WAS  PUBLIC  WORKS  ' 
AND  INFRASTRUCTURE  TO  ENABLE  ECONOMIC  GROWTH,  TODAY 
THESE  SAME  COMMUNITIES  ARE  FACED  WITH  INCREASED 
COMPETITION,  BOTH  DOMESTIC  AND  FOREIGN,  AND  CHANGES  IN  "' 
GOVERNMENTAL  POLICIES,  INCLUDING  SHIFTS  IN  DEFENSE 
SPENDING  AND  AN  INCREASED  SENSITIVITY  TO  PROTECTION  OF 
THE  NATURAL  ENVIRONMENT.   THESE  NEW  CHALLENGES  HAVE 
IMPACTED  DRAMATICALLY  ON  AMERICA'S  TRADITIONAL  ' 
ECONOMIC  BASE  INDUSTRIES  AND  HAVE  AFFECTED  EVERY 
COMMUNITY  IN  THIS  COUNTRY.   AND  WITH  THESE  NEW 
CHALLENGES  COMES  THE  NEED  FOR  NEW  APPROACHES  AT  THE 
LOCAL,  STATE  AND  FEDERAL  LEVELS  TO  GOVERNMENT'S  ROLE 
IN  SUPPORTING  LOCAL  ECONOMIC  DEVELOPMENT  AND  PRIVATE 
SECTOR  INVESTMENT. 

IN  RESPONDING  TO  THESE  CHALLENGES  THE  CLINTON 
ADMINISTRATION  HAS  PURSUED  A  STRATEGY  WHICH  FURTHERS 
THE  PARTNERSHIP  OF  GOVERNMENT  AND  AMERICAN  INDUSTRY  TO 
PROMOTE  AMERICAN  COMPETITIVENESS,  ECONOMIC  EXPANSION 
AND  JOB  CREATION.   THIS  PARTNERSHIP  IN  NOT  JUST  ONE 
WITH  NATIONAL  INDUSTRY,  BUT  ALSO  ONE  WITH  AMERICA'S 
COMMUNITIES. 


66 


AT  THE  COMMUNITY  LEVEL,  FUTURE  PROSPERITY  IS   ■>■ - 
INCREASINGLY  A  FUNCTION  OF  THE  EFFECTIVENESS  OF        :-. 
GOVERNMENT  AND  INDUSTRY  WORKING  TOGETHER  TO  MEET  THE 
CHALLENGES  OF  ECONOMIC  EXPANSION  AND  JOB  CREATION  AND 
TO  TAKE  ADVANTAGE  OF  THESE  OPPORTUNITIES.   THE 
DEPARTMENT  OF  COMMERCE,  THROUGH  THE  ECONOMIC 
DEVELOPMENT  ADMINISTRATION,  IS  COMMITTED  TO  ASSISTING 
COMMUNITIES  MEET  THE  ECONOMIC  DEVELOPMENT  CHALLENGES 
OF  TODAY  AND  TOMORROW.^   '.  ..  v 

AT  EDA,  WE  ARE  REDIRECTING  OUR  PROGRAMS  AND  THE  TOOLS 
WHICH  WE  USE,  WITH  THE  OBJECTIVE  OF  ENSURING  THAT 
ECONOMICALLY  DISTRESSED  AREAS  AND  REGIONS  OF  THE 
UNITED  STATES  BENEFIT  FROM  THE  NEW  FEDERAL  COMMITMENT 
TO  PROMOTE  AMERICA'S  GLOBALLY  COMPETITIVE,  HIGH-GROWTH 
INDUSTRIES.   SINCE  ITS  'CREATION  IN  1965,  EDA  HAS 
TARGETED  ITS  RESOURCES  TO  COMMUNITIES  SUFFERING  HIGH 
LEVELS  OF  ECONOMIC  DISTRESS  AND  THIS  MUST  BE  NO  LESS 
THE  CASE  TODAY.   AS  THE  FEDERAL  GOVERNMENT  SEEKS  NEW 
WAYS  TO  ASSIST  UNITED  STATES  INDUSTRY  TO  REMAIN 
GLOBALLY  COMPETITIVE,  EDA  MUST  USE  INNOVATIVE  NEW 
TOOLS  TO  ASSIST  THOSE  COMMUNITIES  WHICH  ARE  OUTSIDE  ■ 
THE  MAINSTREAM  OF  ECONOMIC  GROWTH  OR  WHICH  ARE  IN 
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DANGER  OF  FALLING  OUT  OF  THAT  MAINSTREAM,  TO  RETAIN, 
CREATE  AND  GROW  A  COMPETITI^/E  ECONOMIC  BASE  FOR  THE 
FUTURE.  '. 

THIS  ECONOMIC  CHANGE  HAS  AFFECTED  EVERY  COMMUNITY  IN 
THIS  COUNTRY.   IT  HAS  UNDERMINED  THE  TRADITIONAL 
ECONOMIC  BASE  IN  MANY  COMMUNITIES  AND  HAS  CREATED 
TREMENDOUS  NEW  ECONOMIC  OPPORTUNITIES .   IT  HAS  CAUSED 
A  MASSIVE  SHIFT  IN  THE  TYPE  AND  LOCATION  OF  JOB 
OPPORTUNITIES,  AND  HAS  PUT  A  NEW  EMPHASIS  ON  EDUCATION 
AND  TRAINING  FOR  THE  JOBS  IN  THE  EMERGING  ECONOMY  OF   ^ 
TOMORROW.   IT  HAS  CREATED  AN  IMBALANCE  WHICH  CANNOT  BE 
IGNORED;  THAT  MANY  COMMUNITIES  TRADITIONALLY  IN  THE 
ECONOMIC  MAINSTREAM  HAVE  SUFFERED  DRAMATICALLY  OVER  ' 
THE  LAST  GENERATION,  WHILE  NEW  ECONOMIC  OPPORTUNITIES 
HAVE  TENDED  TO  EMERGE  ELSEWHERE. 

THIS  ECONOMIC  CHANGE  HAS  CREATED  A  NEW  IMPERATIVE  AT 
THE  COMMUNITY  LEVEL.   EDA,  OPERATING  AT  THE  LOCAL 
LEVEL,  ENSURES  LOCAL  COMMUNITY  OWNERSHIP  IN  THE 
ECONOMIC  DEVELOPMENT  PROJECTS  WHICH  ITS  FUNt)S,  AND 
ENHANCES  BUSINESS  FORMATION  AND  EXPANSION  IN 
DISTRESSED  COMMUNITIES.   TO  ACCOMPLISH  THIS,  EDA  WORKS 
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TOWARDS  CREATING  (i)  FINANCIAL  INDUCEMENTS  FOR  THE 
GROWING,  GLOBALLY  COMPETITIVE  INDUSTRIAL  SECTORS  TO 
INVEST  IN  OUR  DISTRESSED  COMMUNITIES,  AND  (ii) 
INSTITUTIONAL  LINKAGES  BETWEEN  THE  COMMUNITY  i 

LEADERSHIP  AND  THE  BUSINESS  LEADERSHIP  WHOSE  COMPANIES 
CAN  FORM  THE  ECONOMIC  BASE  FOR  THE  .FUTURE. 


EDA  HAS  UNDERTAKEN  TO  MEET  THESE  NEW  CHALLENGES.   IT 
IS  WORKING  WITH  COMMUNITIES  TO  ASSIST  THE  EXISTING  AND 
THE  EMERGING  LOCAL  INDUSTRIAL  BASE  TO  MEET  THE 
COMPETITIVE  CHALLENGES  OF  TODAY  AND  TOMORROW. 


NEW  YORK  STATE,  WITH  ITS  VAST  AND  COMPLEX  ECONOMY, 
PRESENT  A  PARTICULARLY   DIFFICULT  CHALLENGE,  YET  ALSO 
MANY  OPPORTUNITIES.   IN  THE  PAST  YEAR  ALONE  EDA  HAS 
PROVIDED  APPROXIMATELY  $7.2  MILLION  IN  ECONOMIC 
ASSISTANCE  GRANTS  TO  NEW  YORK  COMMUNITIES.   THESE 
GRANTS  HAVE  RANGED  FROM: 

*    A  $600,000  GRANT  TO  THE  WESTERN  NEW  YORK 
ECONOMIC  DEVELOPMENT  CORPORATION  (FIVE 
COUNTIES  IN  THE  BUFFALO  AREA)  TO  PROVIDE 
TECHNICAL  ASSISTANCE  TO  SUBCONTRACTORS  AND 
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SUPPLIERS  IN  THE  AUTOMOBILE  PARTS  INDUSTRY; 

$4 . 5  MILLION  AWARDED  TO  THE  NEW  YORK  STATE 
DEPARTMENT  OF  ECONOMIC  DEVELOPMENT  TO  ASSIST 
THE  DEFENSE  ADJUSTMENT  ACTIVITIES  OF  LONG 
ISLAND  BASED  AVIATION  MANUFACTURES. 


EDA  IS  CURRENTLY  WORKING  WITH  LOCAL  ORGANIZATIONS  ON 
SEVERAL  PROJECTS  WHICH  CAN  GREATLY  INCREASE  THE 
COMPETITIVE  ECONOMIC  BASE  OF  NEW  YORK'S  COMMUNITIES. 
THESE  INCLUDE  :  '        .- 

*  INFRASTRUCTURE  DEVELOPMENT  FOR 
INCUBATOR/BUSINESS  ASSISTANCE  CENTERS  AT 
ULSTER  COMMUNITY  COLLEGE  AND  IN  DUTCHESS 
COUNTY.   THESE  CENTERS  WILL  FOSTER  THE 
DEVELOPMENT  OF  NEW,  ADVANCED  TECHNOLOGY 
BUSINESSES  AND  EXPANSION  OF  EXISTING 
BUSINESSES  IN  RESPONSE  TO  CUTBACKS  IN  IBM 
RESEARCH  AND  MANUFACTURING  CONDUCTED  IN  THESE 
COUNTIES ; 

AND 

*  TECHNICAL  ASSISTANCE  FOR  SMALL  BUSINESS  IN 
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BROOME  AND  TIOGA  COUNTIES  TO  ASSIST  IN 
ADJUSTING  TO  IBM/DEFENSE  RELATED  CUTBACKS. 

THESE  AND  MANY  OTHER  PROJECTS  IN  NEW  YORK  STATE  ARE 
EXAMPLES  OF  THE  TRADITIONAL  ACTIVITY  OF  EDA.   THESE 
WILL  CONTINUE  TO  BE  IN  DEMAND  AND  WILL  CONTINUE  TO  BE 
AN  IMPORTANT  AND  MAJOR  PART  OF  EDA  LOCAL  ECONOMIC 
DEVELOPMENT  EFFORTS,  BUT  IN  ADDITION  TO  THE  ALREADY 
FLEXIBLE  ARRAY  OF  TOOLS  AT  ITS  DISPOSAL,  EDA  NEEDS  TO 
TAKE  ADVANTAGE  OTHER  FORMS  OF  FINANCE  ASSISTANCE. 

FOR  NEARLY  TWO  DECADES,  EDA  HAS  PROVIDED  GRANT  FUNDING 
TO  NOT-FOR-PROFIT  AND  PUBLIC  INTERMEDIARIES  IN 
ECONOMICALLY  DISTRESSED  COMMUNITIES  ACROSS  THIS 
COUNTRY  TO  ESTABLISH  APPROXIMATELY  420  REVOLVING  LOAN 
FUNDS.   A  TOTAL  INVESTMENT  OF  APPROXIMATELY  $350 
MILLION  HAS  LEVERAGED  AN  ESTIMATED  PRIVATE  INVESTMENT 
IN  EXCESS  OF  $1  BILLION  AND  CREATED  100,000  OR  MORE 
JOBS. 

THESE  REVOLVING  LOAN  FUNDS  HAVE  OPERATED  AT  THE  LOCAL 
LEVEL  TO  PROVIDE  FLEXIBLE,  SUBSIDIZED  FINANCING  TO 
BUSINESSES  WHICH  REPRESENT  ECONOMIC  DEVELOPMENT 
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PRIORITIES  FOR  LOCAL  COMMUNITY  LEADERSHIP.   OUR 
STRONGEST  REVOLVING  LOAN  FUNDS  HAVE  BUILT  LINKAGES 
BETWEEN  COMMUNITY  LEADERSHIP  AND  BUSINESS  LEADERSHIP 
IN  THESE  COMMUNITIES,  WHICH  HAVE  AIDED  IN  STABILIZING 
THE  ECONOMIC  BASE  AND  WHICH  HAVE  HELPED  TO  PREPARE 
THESE  COMMUNITIES  TO  MEET  THE  ECONOMIC  CHALLENGES  OF 
THE  FUTURE .  I  ;  ■. 

IN  GENERAL  HOWEVER,  THE  REVOLVING  LOAN  FUNDS  NEED  TO 
BE  MORE  CLOSELY  TIED  TO  NATIONAL  PRIORITIES ,  AND  HAVE  •  '■ 
SUFFERED  FROM  INSUFFICIENT  FUNDING,  LACK  OF 
FLEXIBILITY  OF  AVAILABLE  FINANCIAL  INSTRUMENTS  AND 
INSUFFICIENT  LIQUIDITY  OF  THEIR  DEBT  INSTRUMENTS.   IN 
THIS  ADMINISTRATION,  WE  PROPOSE  TO  ADDRESS  THESE 
ISSUES,  BY  LINKING  THE  REVOLVING  LOAN  STRUCTURE  MORE 
INTO  NATIONAL  PRIORITIES,  INCREASING  FUNDING, 
PROVIDING  MORE  FLEXIBILITY  AND  ENHANCING  THE  LIQUIDITY 
OF  THE  DEBT  INSTRUMENT  HELD  BY  THE  FUNDS. 

IN  ORDER  TO  INCREASE  FINANCING  AND  FACILITATE 
LIQUIDITY  OF  REVOLVING  LOAN  DEBT  INSTRUMENTS^  EDA  WILL 
NEED  LOAN  GUARANTEE  AUTHORITY.   LOAN  GUARANTEES  FOR 
ECONOMIC  DEVELOPMENT  ACTIVITIES  IS  A  HIGH  PRIORITY  OF 
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THE  CLINTON  ADMINISTRATION.        .  . 

>  -■  .  .  ■   '   .    ■  .■  . 

AS  AN  ECONOMIC  DEVELOPMENT  TOOL,  THE  LOAN  GUARANTEE 
PROGRAM  WOULD  BE  A  CATALYST  TO  ENCOURAGE  AND  ASSIST 
PRIVATE  SECTOR  INVESTMENT  THAT  WILL  CREATE  JOBS .   EDA 
WOULD  PROVIDE  ASSISTANCE  TO  FINANCE  EXISTING,  EMERGING 
OR  EXPANDING  PRIVATE  FIRMS  WHICH  HAVE  BEEN  IDENTIFIED 
AS  LOCAL  PRIORITIES  UNDER  A  LOCAL  ECONOMIC  DEVELOPMENT 
STRATEGY.   EDA  LOAN  GUARANTEES  WOULD  ENHANCE  THE 
ABILITY  OF  THESE  FIRMS  TO  OBTAIN  THE  INVESTMENT 
CAPITAL  NECESSARY  TO  REMAIN  OR  TO  BECOME  MORE 
COMPETITIVE  IN  A  GLOBAL  ECONOMY,  WHETHER  STRUCTURED  TO 
INDIVIDUAL  PRIVATE  SECTOR  LOANS  OR  TO  RECAPITALIZE 
EDA'S  EXISTING  NETWORK  OF  REVOLVING  LOAN  FUNDS.   IN 
EITHER  CASE,  THE  LOAN  GUARANTEE  WOULD  BECOME  A 
FLEXIBLE  FINANCING  TOOL  THAT  WOULD  BE  USED  IN  RISK 
SHARING  ARRANGEMENTS  TO  ENHANCE  COMMUNITY  ECONOMIC 
DEVELOPMENT  PRIORITIES  THAT  RESULT  IN  LONG-TERM  HIGH 
GROWTH  JOB  OPPORTUNITIES  IN  DISTRESSED  AREAS. 

AS  SEEN  IN  THIS  STATE,  THE  ECONOMIC  NEEDS  OF  LOCAL 
COMMUNITIES  ARE  AS  VARIED  AS  THE  COMMUNITIES 
THEMSELVES.   THE  FEDERAL  GOVERNMENT  CAN  MOST 
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EFFECTIVELY  ASSIST  THESE  COMMUNITIES  THROUGH  A 
PARTNERSHIP  WITH  PUBLIC  AND  BUSINESS  LEADERSHIP  WHICH 
LEVERAGES  PRIVATE  INVESTMEl^  MANY  TIMES  THE  AMOUNT  OF 
AVAILABLE  FEDERAL  FUNDS,  EXPANDS  BUSINESS  ACTIVITY 
INVESTMENTS  BY  LOCAL  INTERMEDIARIES  AND  ENHANCES 
PRIVATE  LENDER  PARTICIPATION  IN  COMMUNITY/ECONOMIC 
DEVELOPMENT. 

THE  ADMINISTRATION  AND  THE  ECONOMIC  DEVELOPMENT 
ADMINISTRATION  ARE  COMMITTED  TO  MEETING  THESE 
CHALLENGES  BY  MAXIMIZING  FEDERAL  LEADERSHIP  AND 
PARTICIPATION  THROUGH  EXISTING  EDA  PROGRAMS  AND  THESE 
EXPANDED  FINANCING  AUTHORITIES. 

MR.  CHAIRMAN  AND  CONGRESSMAN  HINCHEY,  I  GREATLY 
APPRECIATE  YOUR  INVITATION  TO  TESTIFY  TODAY  ANtt  I  LOOK 
FORWARD  TO  WORKING  WITH  YOU  AND  THE  SUBCOMMITTEE  ON 
THESE  IMPORTANT  ISSUES. 
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TESTIMONY 


UNITED  STATES  HOUSE  OF  REPRESENTATIVES 
SUBCOMMITTEE  ON  ECONOMIC  GROWTH  AND  CREDIT  FORMATION 

"JOB  DEVELOPMENT  AND  THE  ECONOMIC  FUTURE  OF  THE  SOUTHERN  TIER" 

FIELD  HEARING  -  BINGHAMTON,  NEW  YORK 
nJLY  8,  1994 


New  York  State's  nine  county  Southern  Tier  Region  encompasses  7,185  square  miles 
stretched  along  the  New  York-Pennsylvania  border,  spanning  roughly  150  miles  from  east  to 
west  and  roughly  50  miles  from  north  to  south  and  encompasses  Broome,  Chemung,  Chenango, 
Delaware,  Otsego,  Schuyler,  Steuben,  Tioga,  and  Tompkins  counties.  Larger  Southern  Tier 
communities  include  Coming,  Elmira,  Ithaca,  Binghamton,  and  Oneonta.  In  1990,  731,041 
people  lived  in  the  Region;  population  growth  has  been  stagnant.  The  Region's  economy 
supported  305,400  non-farm  jobs  in  1991.  The  Region's  natural  resources  play  a  key  role  in 
the  Southern  Tier  economy,  underpinning  its  agricultural,  forestry  and  tourism  sectors. 

The  Southern  Tier  Region  has  been  undergoing  significant  structural  transition  for  more 
than  a  decade.  The  Region  has  the  second  highest  concentration  of  Department  of  Defense- 
dependent  manufacturing  industries  in  New  York  State  and  ranks  tenth  highest  in  the  nation. 
Cutbacks  in  the  federal  defense  budget,  coupled  with  corporate  restructuring,  trouble  in  the 
nation's  manufacturing  sector  and  the  effects  of  the  recession,  have  resulted  in  the  loss  of  19,200 
manufacturing  jobs  since  1980. 

In  late  1990,  the  New  York  State  Department  of  Economic  Development  (NYSDED) 
Southern  Tier  Regional  Office  organized  a  Task  Force  to  address  the  factors  causing  the 
Region's  severe  economic  distress.  The  Task  Force  identified  the  need  to  develop  an  economic 
adjustment  strategy  for  the  Region.  The  NYSDED  Southern  Tier  Regional  Office  obtained 
funding  for  this  study  from  the  Department  of  Defense  (DOD)  Office  of  Economic  Adjustment 
(OEA)  and  the  U.S.  Department  of  Commerce  (DOC)  Economic  Development  Administration's 
(EDA)  Title  IX  Program.  To  underwrite  this  effort,  the  federal  financial  assistance  was 
combined  with  state  funds  obtained  through  the  NYSDED  and  contributions  from  local  units  of 
government,  companies  and  economic  development  agencies.  Local  economic  development 
agencies  and  institutions  of  higher  education  agreed  to  assist  by  providing  in-kind  services. 

Economics  Research  Associates  (ERA)  was  then  retained  by  NYSDED  to  prepare  an 
Economic  Adjustment  Strategy  for  the  Southern  Tier  Region  and  companion  documents  focusing 
on  local  issues  and  opportunities  for  each  of  the  nine  counties.  Specifically,  ERA  was  engaged 
to  evduate  the  factors  causing  the  region's  economic  distress  and  identify  strategies  and  a  plan 
of  action  to  overcome  current  economic  circumstances,  capitalize  the  Southern  Tier's  strengths, 
and  achieve  the  growth  and  diversification  of  the  regional  economy. 
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The  purpose  of  the  1993  Economic  Adjustment  Strategy  was  to  identify  what  needs  to 
be  done  by  the  public  and  private  sectors  working  together  to  strengthen  and  diversily  the 
Southern  Tier's  economy.  The  Southern  Tier  has  all  of  the  ingredients  necessary  to  weather 
current  economic  circumstances  and  emerge  better  able  to  prosper.  However,  the  public  sector 
cannot  "fix"  the  economy;  it  can  only  facilitate  private  sector  efforts  by  furnishing  strategic 
support,  ensuring  a  state  of  readiness  for  business  expansion  (e.g.,  by  providing  adequate 
infrastructure),  and  thereby  creating  an  environment  conducive  to  economic  growth. 

Many  of  the  problems  facing  Southern  Tier  companies  resulted  from  the  convergence  of 
national  and  international  economic  trends  and  prevailing  contemporary  business  practices,  along 
with  declining  defense  spending,  which  was  relied  upon  by  many  industries  within  the  region. 
However,  some  companies  have  managed  to  thrive  in  this  environment  by  engaging  in  rigorous 
self-examination,  conducting  extensive  market  and  other  research,  and  making  strategic 
investments  in  change  designed  to  enhance  their  competitiveness  and  ensure  their  survival  and 
growth.  Many  companies  presently  struggling  have  not  yet  chosen  to  identify  these  strategies 
for  themselves  or  have  not  fully  implemented  them.  For  many  smaller  Southern  Tier  firms,  this 
inattention  to  the  future  is  rooted  in  the  demands  of  the  present;  simply  surviving  has  consumed 
their  fiill  attention  and  energy.  Nonetheless,  these  companies'  prospects  -  and  hence  the  overall 
outlook  for  economic  growth  in  the  Southern  Tier  -  depend  upon  their  willingness  to  take 
responsibility  for  their  futures  and  make  difficult,  strategic  choices  and  investments. 

And  what  of  the  public  sector?  Government  at  all  levels  is  a  popular  scapegoat  for 
industries  in  the  throes  of  economic  transition.  While  government  policies  and  practices 
certainly  affect  the  private  sector,  fundamentally,  the  private  sector  must  take  responsibility  for 
its  own  survival  and  advancement.  As  stated  above,  the  public  sector  can  assist  by  getting  its 
house  in  order  and  by  providing  quality  technical  and  financial  assistance  to  the  extent  its 
resources  allow. 

Consequently,  it  is  imperative  that  public  sector  economic  development  organizations: 

•  coordinate  the  delivery  of  economic  development  services  to  the  private  sector; 

•  eliminate  inefficiencies  and  duplication  by  carving  out  discrete  missions  for 
agencies  at  each  level  of  government,  and; 

•  work  with  the  private  sector  to  ensure  that  they  spend  tax  dollars  wisely  and 
structure  assistance  programs  that  serve  as  catalysts  to  stimulate  corporate 
investment  in  activities  which  increase  their  competitiveness  and  create  economic 
growth. 

This  requires  an  adjustment  to  the  economic  development  philosophy  which  dominated 
the  field  during  the  1980s  and  earlier  decades;  an  emphasis  on  site  selection  and  financing 
assistance. 

The  1990s  require  economic  development  practitioners  to  focus  on  business  retention  and 
expansion  and  facilitating  start-up  ventures:  growing  the  economy  from  within.  Public  sector 
economic  development  practitioners  can  only  fulfill  the  mandate  of  helping  business  help  itself 
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if  they  develop  an  understanding  of  the  competitiveness  issues  facing  companies  today. 
Although  economic  development  practitioners  cannot  become  expert  in  all  facets  of  running  a 
business,  they  need  to  become  conversant  with  a  wide  range  of  competitiveness  topics  and 
technology  advances  and  be  able  to  direct  clients  to  appropriate  sources  of  information  and 
assistance. 

Many  private  sector  actions  are  in  large  part  beyond  the  sphere  of  the  public  sector's 
influence,  however,  the  economic  adjustment  strategies  focus  primarily  on  government  actions 
and  joint  public-private  efforts  to  encourage  and  support  private  sector  investment  and 
development.  Specifically,  ideas  to  aid  the  public  sector  in  helping  the  private  sector  enhance 
its  competitiveness  through  such  activities  as  identifying  core  competencies,  benchmarking, 
modernization,  adopting  new  process  and  product  technologies,  investing  in  human  resources 
training,  and  forming  networks  and  consortia  with  complementary  and/or  competing  firms  for 
mutual  advantage.  The  strategies  also  focus  on  fostering  small  and  mid  sized  companies:  the 
source  of  future  job  growth  and  the  firms  with  the  fewest  resources  available  to  help  themselves. 


The  solutions  to  the  Southern  Tier's  economic  ills  lie  within  the  region  and  the  state  at 


large. 


The  overall  objective  of  the  economic  development  community  should  be: 

•  To  help  the  private  sector  help  itself  to  attain  ongoing  competitiveness  in  the 
global  marketplace  and  capture  new  business  opportunities. 

Consequently,  the  strategies  must  be  designed  to  induce  industries  to  change,  as  well  as 
to  stimulate  private  initiative  and  investment. 

The  primary  responsibility  for  achieving  and  sustaining  competitiveness  and  making 
strategic  investments  toward  those  ends  must  remain  with  the  private  sector.  However,  federal, 
state  and  local  government  incentives  and  assistance,  if  properly  designed  and  used,  can  induce 
companies  to  change  and  enable  government  to  help  foster  the  climate  necessary  to  help  the 
private  sector  realize  its  objectives.  The  economic  development  strategies  crafted  for  the 
Southern  Tier  Region  must  also  ensure  that  the  State  and  localities  function  as  effective  economic 
development  partners  to  maximize  the  Region's  prospects. 

New  and  unified  approaches  will  be  necessary  for  the  Southern  Tier  Region  to  capitalize 
on  its  unique  resources  and  to  realize  new  economic  opportunities.  Meeting  the  Southern  Tier's 
future  challenges  requires  a  strong  commitment  by  the  public  and  private  sectors  to  work 
together  -  a  partnership  between  and  among  private  sector  interests,  counties  and  other  sub-units 
of  government  -  in  support  of  region-wide  economic  development  efforts  and  initiatives.  Unless 
these  alliances  are  forged  to  ensure  leadership  and  capitalize  upon  the  available  resources  to 
remove  barriers  to  economic  growth  and  prosperity,  the  impact  will  be  limited. 

Meetings  and  discussions  with  local  economic  developers,  industry  executives  and  civic 
leaders  have  lead  to  the  following  broad  strategies  as  priorities  for  the  Southern  Tier  Region. 

•  Help  companies  become  more  competitive. 
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•  Enhance  access  to  and  availability  of  capital  for  growth  and  expansion. 

•  Improve  the  economic  development  delivery  system. 
A  detailed  discussion  of  each  strategy  follows: 

Help  Companies  Become  More  Competitive 

Global  competition  and  domestic  pressures  to  cut  costs  and  improve  productivity 
necessitate  enhanced  competitiveness  by  Southern  Tier  firms.  Several  programs  already  exist 
in  the  region  designed  to  improve  corporate  competitiveness.   These  programs  should  be 

nurtured  and  expanded  to  help  companies  become  more  competitive.    A  description  of  the 
various  programs  is  as  follows: 

•  The  Alliance  for  Manufacturing  Competitiveness  is  a  collaborative  effort  between 
four  area  community  colleges  (Broome,  Cayuga,  Coming,  and  Tompkins- 
Cortland)  and  Bingham  ton  University.  The  Alliance  is  designed  to  provide 
Southern  Tier  manufacturing  firms  with  quality  training  programs  essential  for 
competitiveness,  in  a  highly  coordinated  fashion.  Five  skill  building  modules 
include  courses  tailored  to  engineers/technologists  responsible  for  system  and 
strategy  design  or  implementation.   The  modules  include: 

Total  Quality  Management 

Design  for  Manufacturability 

Continuous  Flow  Manufacturing  and  Just-in-Time  Techniques 

Systems  Integration 

Leadership  and  Team  Concepts 

These  programs  address  three  critical  needs  which  apply  to  manufacturers 
throughout  the  Southern  Tier: 

Assistance  in  developing  new  manufacturing  strategies; 

Comprehensive  training  for  the  entire  labor  force; 

Life-long    professional    development    courses    to    protect    long-term 

competitiveness 

Agile  Manufacturing  concepts  as  a  competitiveness  strategy  are  also  under 
development  by  the  Alliance  for  Southern  Tier  companies.  Supplier  network 
training  is  also  receiving  much  greater  emphasis  as  a  competitiveness  tool. 

The  Economic  Development  Skills  Training  Program  (EDSTP)  has  proven  to  be 
a  valuable  resource  for  many  firms  in  the  Southern  Tier  Region.  The  EDSTP 
should  supplement  and  augment  the  objectives  of  the  Alliance  for  Manufacturing 
Competitiveness.  The  Alliance's  activities  also  need  to  be  integrated  with  the 
Southern  Tier's  expanding  technology  development  programs  spearheaded  by 
UnlPEG,  such  as  the  new  Manufacturing  Extension  Program. 
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As  a  means  of  delivering  workforce  resources  in  a  coordinated,  efficient,  and 
effective  manner,  attempts  should  be  made  to  establish  a  "one-stop"  approach  to 
competitiveness  worker  training  and  education  in  the  Region.  The  existing 
SUNY-DED  Partnership  has  provided  the  framework  for  delivering  this  concept. 

The  Center  for  Commercial  Competitiveness  (C  ')  is  based  on  a  successful  U.S. 
and  State  of  New  York  Department's  of  Labor  effort,  with  funding  supplemented 
by  NYSDED  and  private  sector  contributions.  C'  is  a  partnership  between 
industry,  academia  and  government  dedicated  to  assisting  the  Southern  Tier's 
defense  industries  convert  to  commercial  activities  and  to  train  defense-displaced 
workers.  C  ^  seeks  to  stimulate  new  business  opportunities  by  providing  a  forum 
for  companies  to  assess  their  core  competencies  and  identify  mutually  beneficial 
and  synergetic  ways  to  work  together.  The  C  ^  plan  recognizes  that  displaced 
defense  workers  (and  their  skills  base  and  corporate  backgrounds)  represent  a 
tremendous  resource  to  the  Southern  Tier  and  can  play  a  key  role  in  the  Southern 
Tier's  collective  return  to  competitiveness  and  the  conversion  of  its  defense 
industries.  C  '  seeks  not  only  to  provide  displaced  workers  with  new  skills,  but 
also  to  "install  a  commercial  mind-set  in  displaced  workers  and  defense  industry 
personnel."  The  C  ^  program  contains  three  phases: 

Phase  I  -  Team  Building  C  '  will  provide  training  to  displaced  workers 
and  industry  personnel,  including  On-the-Job  technical  training  geared 
towards  conceiving  new  commercial  markets  and  products  for  industry. 

Phase  n  -  Synergistic  Enterprises  C  ^  will  help  industry  form  joint 
ventures  and  create  large  scale  cooperative  programs  on  products  of 
national  importance. 

Phase  m  -  Virtual  Companies  C  ^  will  help  industry  create  highly 
competitive  and  agile  business  arrangements  that  maximize  productivity 
and  combine  core  competencies  in  order  to  pursue  and  capture  new  large 
global  opportunities  and  utilize  critical  technologies. 

C  '  has  adopted  a  "best  practices"  approach  to  its  mission,  using  the  best 
manufacturing,  training  and  productivity  ideas  available  through  such  sources  as 
Workforce  2000,  America  2000,  the  Agile  Manufacturing  Enterprise  Forum,  and 
Lehigh  University's  lacocca  Center.  C  '  thus  offers  a  two-pronged  approach  to 
solving  the  problems  wrought  on  the  Southern  Tier  economy  by  cutbacks  in 
defense  spending: 


retraining  displaced  workers  through  the  development  of  self-directed  work 
teams  and  the  resources  available  at  Binghamton  University;  and 

helping  the  Region's  defense-dependent  companies  defme  new  products, 
markets  and  manufacturing  processes  to  ensure  their  ongoing 
competitiveness. 
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Formation  of  Corporate  Networks  and  Consortia  furthers  the  notion  of  profiting 
through  cooperation,  which  is  a  concept  gaining  increased  acceptance  by 
American  businesses  as  they  struggle  to  compete.  The  public  sector  can  play  an 
important  role  in  facilitating  networks  and  assisting  the  private  sector  reap  the 
benefits  available  from  joint  projects.  These  efforts  must  take  place  on  a  regional 
scale  to  ensure  a  critical  mass  of  companies. 


Within  the  Southern  Tier,  key  players  in  the  ceramics  and  electronics  packaging 
industries  are  already  working  in  concert  through  the  Ceramics  Corridor, 
Integrated  Electronics  Engineering  Center,  and  the  Industry-University  Alliance 
for  Electronics  Packaging.  The  Southern  Tier  is  home  to  several  other  industry 
clusters  which  could  profit  from  forming  consortia,  including: 

Rail  transportation 

Simulators 

Primary  and  secondary  wood  products 

Imaging  technology 

Biotechnology 

Computer  peripherals 

Laser  technology 

Entrepreneurial  Assistance  is  vital  to  the  success  of  displaced  workers  and 
entrepreneurs  who  are  looking  to  start  new  business  ventures  in  the  Region. 
Indepth  technical  assistance  and  classroom  training  in  financing,  marketing, 
business  plan  development,  and  the  like  are  essential  elements  of  a  good  assistance 
program.  It  would  also  be  helpful  to  have  mentors  from  the  business  community 
who  are  willing  to  share  their  practical  experience  with  new  entrepreneurs. 


Enhance  Access  to  and  Availability  of  Capital  for  Growth  and  Development 

The  public  sector  should  work  with  private  sector  financial  institutions  to  address  gaps 
in  the  capital  markets  which  affect  diversification  and  the  growth  of  small  enterprises  in  the 
Southern  Tier.  It  is  vital  that  we  address  the  financial  needs  of  small  companies  and  new 
business  ventures  that  are  currently  going  unmet.  The  following  programs  should  be  explored 
as  possible  solutions  to  the  Southern  Tier's  need  for  additional  capital  resources. 

•  Create  a  Regional  Revolving  Loan  Trust  Fund  by  a  special  state  appropriation, 
through  the  Urban  Development  Corporation. 

•  Establish  a  regional  small  business  loan  pool  through  a  consortium  of  banks  in  the 
region,  to  complement  the  Regional  Revolving  Loan  Trust  Fund.  This  would 
enable  banks  to  make  funds  available  to  small  companies   through  risk  sharing. 
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A  complement  to  such  a  consortium  would  be  the  creation  of  a  loan  loss  reserve 
program  attached  to  small  business  loans  entertained  by  a  bank  consortium. 

•  Establish  a  Seed  Capital  fund  as  one  component  of  a  regional  Entrepreneurial 
Assistance  Program.  This  fund  would  provide  small  amounts  of  seed  capital  to 
dislocated  workers  and  entrepreneurs  looking  to  form  businesses  in  the  Southern 
Tier. 

Every  attempt  should  be  made  to  work  with  existing  revolving  loan  fund  providers  so  that 
we  do  not  encounter  duplication  or  work  at  cross  purposes.  Special  purpose  revolving  loan 
funds  to  help  Minority  and  Women-Owned  Business  Enterprises  or  dislocated  defense  workers 
should  also  be  explored. 

Improve  The  Economic  Development  Delivery  System 

The  Southern  Tier  needs  stronger  regional  entities  enabling  local  private  sector  leaders 
and  economic  developers  to  come  together  to  plan  for  and  influence  the  Region's  future  and 
provide  implementation  support;  in  effect,  to  take  charge  of  their  economic  destiny.  The 
Southern  Tier's  private  sector  leaders,  in  particular,  need  to  have  a  stake  in  the  Region's 
economic  health,  and  feel  ownership  in  efforts  to  improve  it,  which  extend  beyond  their  own 
immediate  business  health.  The  economic  development  providers  also  need  a  vehicle  which  will 
enable  them  to  plan  and  work  together  on  regional  initiatives  of  common  interest,  such  as 
marketing  for  new  investment. 

While  the  Southern  Tier's  local  economic  delivery  system  is  reasonably  well-structured, 
local  and  regional  control  of  state  resources  needs  strengthening.  Without  exception,  successful 
regions  have  established  region-wide  bodies  which  provide  leadership,  create  new  ideas,  and 
bring  their  stature  to  bear  upon  problems  and  opportunities  of  regional  significance. 

There  is  a  clear  need  to  empower  the  private  sector  for  economic  development  and 
establish  Region-wide  organizations,  such  as  an  expanded  Regional  Economic  Development 
Council,  which  can: 

•  Create  a  de-politicized  environment  to  enable  the  Southern  Tier  to  function  as  a 
Region; 

•  Bridge  the  existing  gaps  between  the  Region's  various  economic  development 
organizations  and  unite  them  in  common  purpose; 

•  Involve  the  Region's  top  private  and  public  sector  leaders  and  economic 
development  practitioners  in  implementing  the  regional  strategy; 

•  Generate  ideas  which  leverage  the  Southern  Tier's  assets  for  the  Region's  benefit; 

•  Set  priorities  for  Region-wide  project  initiatives  and  assure  their  implementation; 
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•  Lobby  and  obtain  access  to  state  and  federal  decision-makers  to  ensure  their 
continued  support  and  funding  of  the  Southern  Tier  and  its  initiatives; 

•  Provide  constructive  criticism  of  existing  and  proposed  programs  and  policies 
promulgated  by  the  state  and  federal  government. 


The  Southern  Tier  also  lacks  a  region-wide  organization  of  planning  and  economic 
development  professionals.  Efforts  in  the  Southern  Tier  over  the  years  to  create  such  an 
organization  never  came  to  fruition,  highlighting  the  Region's  historic  inability  to  pull  together. 
There  appears  to  be  some  momentum  now  for  implementing  this  approach,  through  a  Regional 
Economic  Development  Corporation.  The  enabling  legal  work  has  been  completed,  and  interest 
in  the  idea  has  revived.  If  the  Southern  Tier's  economic  development  community  decides  to 
pursue  the  idea,  this  entity  could  manage  a  new  regional  revolving  loan  fund.  The  economic 
development  corporation  would  likely  be  comprised  of  the  nine  county  IDAs,  NYSEG  and  larger 
LDCs  in  addition  to  the  two  Regional  Planning  Boards,  which  serve  the  Southern  Tier. 

Improving  the  economic  development  delivery  system  should  also  entail  the  consolidation 
of  related  programs,  streamlined  application  processes,  and  decentralized  funding  authority. 
Regional  DED  offices  should  have  discretionary  funds,  with  appropriate  use  and  dollar  limits, 
at  their  disposal  in  accordance  with  their  Regional  Economic  Development  Plans.  To  achieve 
this  kind  of  autonomy,  all  the  economic  development  organizations  in  the  Southern  Tier  must 
band  together,  and  demonstrate  their  ability  to  deliver  region  based  programs  in  a  professional 
and  competent  manner.    A  certification  program  may  facilitate  this  effort. 


Frederick  C.  Paris,  CED 

Regional  Director 

Southern  Tier  Office 

New  York  State  Department  of  Economic  Development 

Binghamton,  New  York 
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EXECUTIVE  SUMMARY 

New  York  State's  nine  county  Southern  Tier  Region'  encompasses  7,185  square 
miles  stretched  along  the  New  York-Pennsylvania  border,  spanning  roughly  150  miles 
from  east  to  west  and  roughly  50  miles  from  north  to  south.  Larger  Southern  Tier 
communities  include  Corning,  Elmira,  Ithaca,  Binghamton,  and  Oneonta.  In  1990, 
731,041  people  lived  in  the  Region;  population  growth  has  been  stagnant.  The 
Region's  economy  supported  305,400  non-farm  jobs  in  1991.  The  Region's  natural 
resources  play  a  key  role  in  the  Southern  Tier  economy,  underpinning  its  agricultural, 
forestry  and  tourism  sectors. 

The  Southern  Tier  Region  has  been  undergoing  significant  structural  transition 
for  more  than  a  decade.  The  Region  has  the  second  highest  concentration  of 
Department  of  Defense-dependent  manufacturing  industries  in  New  York  State  and 
ranks  tenth  highest  in  the  nation.  Cutbacks  in  the  federal  defense  budget,  coupled  with 
corporate  restructuring,  trouble  in  the  nation's  manufacturing  sector  and  the  effects  of 
the  recession,  have  resulted  in  the  loss  of  19,200  manufacturing  jobs  since  1980. 

In  late  1990,  the  New  York  State  Department  of  Economic  Development 
(NYSDED)  Southern  Tier  Regional  Office  organized  a  Task  Force  to  address  the 
factors  causing  the  Region's  severe  economic  distress.  The  Task  Force  identified  the 
need  to  develop  an  economic  adjustment  strategy  for  the  Region.  The  NYSDED 
Southern  Tier  Regional  Office  obtained  funding  for  this  study  from  the  Department  of 
Defense  (DOD)  Office  of  Economic  Adjustment  (OEA)  and  the  U.S.  Department  of 
Commerce  (DOC)  Economic  Development  Administration's  (EDA)  Title  IX  Program. 
To  underwrite  this  effort,  the  federal  financial  assistance  was  combined  with  state  funds 
obtained  through  the  NYSDED  and  contributions  from  local  units  of  government. 


The  Southern  Tier  Region  ("the  Region")  encompasses  Broome, 
Chemung,  Chenango,  Delaware,  Otsego,  Schuyler,  Steuben,  Tioga,  and 
Tompkins  Counties. 
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companies  and  economic  development  agencies.   Local  economic  development  agencies 
and  institutions  of  higher  education  agreed  to  assist  by  providing  in-kind  services. 

Economics  Research  Associates  (ERA)  was  then  retained  by  NYSDED  to 
prepare  an  Economic  Adjustment  Strategy  for  the  Southern  Tier  Region  and  companion 
documents  focussing  on  local  issues  and  opportunities  for  each  of  the  nine  counties. 
Specifically,  ERA  was  engaged  to  evaluate  the  factors  causing  the  Region's  economic 
distress  and  identity  strategies  and  a  plan  of  action  to  overcome  current  economic 
circumstances,  capitalize  on  the  Southern  Tier's  strengths,  and  achieve  the  growth  and 
diversification  of  the  regional  economy.  This  Executive  Summary  provides  a  synopsis 
of  the  major  findings,  conclusions  and  recommendations  emanating  from  an  eighteen 
month-long  effort  to  this  end. 

PHILOSOPHY  BEHIND  THE  ECONOMIC  ADJUSTMENT  STRATEGY 

The  ultimate  purpose  of  this  Economic  Adjustment  Strategy  is  to  identify  what 
needs  to  be  done  by  the  public  and  private  sectors  to  strengthen  and  diversify  the 
Southern  Tier's  economy.  We  believe  that  the  answers  to  the  Southern  Tier's  economic 
problems  are  available  within  the  existing  economic  structure  and  the  public  sector 
agencies  dedicated  to  economic  development.  The  Southern  Tier  has  all  of  the 
ingredients  necessary  to  weather  current  economic  circumstances  and  emerge  better  able 
to  prosper.  However,  the  public  sector  can  not  "fix"  the  economy  by  itself;  it  can  only 
facilitate  private  sector  efforts  by  furnishing  technical  assistance,  ensuring  a  state  of 
readiness  for  business  expansion  (e.g.,  by  providing  adequate  infrastructure)  and  thereby 
creating  an  environment  conducive  to  economic  growth. 

Many  of  the  problems  facing  Southern  Tier  companies  originated  from  the 
convergence  of  national  and  international  economic  trends  and  prevailing  contemporary 
business  practices  (along  with  declining  DOD  spending  for  those  industries  which  rely 
upon  it).  However,  some  companies  have  managed  to  thrive  in  this  environment  by 
engaging  in  rigorous  self-examination,  conducting  extensive  market  and  other  research. 


86 


and  making  strategic  investments  designed  to  enhance  their  competitiveness  and  ensure 
their  survival  and  growth.  Those  companies  and  industries  presently  struggling  must 
face  the  fact  that  they  have  not  chosen  to  make  a  concerted  effort  to  identify  these 
strategies  for  themselves  and/or  have  not  yet  fully  implemented  them.  For  many 
smaller  Southern  Tier  firms,  this  inattention  to  the  future  is  rooted  in  the  demands  of 
the  present;  simply  surviving  has  consumed  these  corporations'  full  attention  and 
energy.  Nonetheless,  these  companies'  prospects  —  and  hence  the  outlook  for  economic 
growth  in  the  Southern  Tier  —  depend  upon  their  willingness  to  take  responsibility  for 
their  futures  and  make  difficult,  strategic  choices  and  investments. 

And  what  of  the  public  sector?  Government  at  all  levels  is  a  popular  scapegoat 
for  industries  in  the  throes  of  economic  transition.  While  government  policies  and 
practices  certainly  affect  the  private  sector,  fundamentally,  the  private  sector  must  take 
responsibility  for  its  own  survival  and  advancement.  As  stated  above,  the  public  sector 
can  assist  by  getting  its  house  in  order  and  by  providing  quality  technical  and  financial 
assistance  to  the  extent  its  resources  allow. 

Consequently,  it  is  imperative  that  public  sector  economic  development 
organizations: 

•  coordinate  in  the  delivery  of  economic  development  services  to  the 
private  sector; 

•  eliminate  inefficiencies  and  duplication  by  carving  out  discrete  missions 
for  agencies  at  each  level  of  government,  and; 

•  work  with  the  private  sector  to  ensure  that  they  spend  tax  dollars  wisely 
and  structure  assistance  programs  that  stimulate  corporate  investment  in 
activities  which  increase  their  competitiveness  and  create  economic 
growth. 

This  requires  a  departure  from  the  economic  development  philosophy  which  dominated 

the  field  during  the  1980s  and  earlier  decades;  smokestack  chasing  and  an  emphasis  on 

site  selection  and  financing  assistance. 
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The  1990s  require  economic  development  practitioners  to  focus  on  business 
retention  and  expansion  and  facilitating  start-up  ventures:  growing  the  economy  from 
within.  Public  sector  economic  development  practitioners  can  only  fulfill  the  mandate 
of  helping  business  help  itself  if  they  develop  an  understanding  of  the  competitiveness 
issues  facing  companies  today.  Although  economic  development  practitioners  can  not 
(and  should  not)  become  expert  in  all  facets  of  running  a  business,  they  need  to  become 
conversant  with  a  wide  range  of  competitiveness  topics  and  technology  advances  and 
be  able  to  direct  clients  to  appropriate  sources  of  information. 

Since  private  sector  actions  are  in  large  part  beyond  the  sphere  of  the  public 
sector's  (or  this  report's)  influence,  this  economic  adjustment  strategy  focuses  primarily 
on  government  actions  and  joint  public-private  efforts.  However,  many  of  the  strategies 
addressed  to  the  public  sector  have  been  crafted  with  a  view  towards  the  private  sector: 
ideas  to  help  the  public  sector  help  the  private  sector  enhance  its  competitiveness 
through  such  activities  as  identifying  core  competencies,  benchmarking,  modernization, 
adopting  new  process  and  product  technologies,  investing  in  human  resources  training, 
and  forming  networks  and  consortia  with  complementary  and/or  competing  firms  for 
mutual  advantage.  The  strategies  also  focus  on  assisting  small  and  mid-sized 
companies:  the  source  of  future  job  growth  and  the  firms  with  the  fewest  resources 
available  to  help  themselves. 

NOTABLE  CHARACTERISTICS   OF  THE  SOUTHERN  TIER 

Almost  all  corporate  representatives  and  other  community  leaders  interviewed 
as  part  of  this  project  praised  the  quality  of  life  available  in  the  Southern  Tier  Region 
and  we  concur  with  their  observations.    The  assets  noted  include  the  following: 

•  Clean  and  safe  environment  with  little  crime  or  drug  activity; 

•  Diversity  of  things  to  do,  and  places  to  go,  including  a  variety  of 
cultural-,  heritage-  and  recreation-oriented  opportunities  and  tourism 
attractions  which  contribute  to  familv  life; 
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Less  expensive  to  maintain  a  high  standard  of  living; 

Low  wage  rates  and  good  labor  force  availability 

People  willing  to  work  together  who  exhibit  a  good  work  ethic;        ;  ,;, 

Excellent  location  and  access  to  markets; 

Small  town/rural  atmosphere; 
Despite  its  predominantly  rural  character,  the  Southern  Tier  and  its  economy 
feature  an  number  of  attributes  more  commonly  associated  with  urbanized  areas. 


Diverse  Economy  With  Major  Corporate  Presence 

The  Southern  Tier  Region  is  home  to  several  major  multi-national  and  national 
corporations,  including:  International  Business  Machines  Corporation  (IBM),  Martin 
Marietta,  Corning,  Inc.;  Dover  Electronics;  Universal;  Proctor  and  Gamble;  Toshiba 
Display  Devices,  Inc.;  ABB  Traction,  Inc.;  Morrison-Knudsen,  Inc.,  Kraft  General 
Foods,  and;  Amphenol  Corporation,  among  many  others.  However,  the  Region  also 
boasts  many  vibrant  small  and  mid-sized  companies,  many  of  which  are  engaged  in 
high  technology  industries. 

The  Region's  economic  base  is  relatively  well  diversified.  The  manufacturing 
sector  includes  traditional  and  natural  resources-based  industries  as  well  as  high  tech 
companies.    Traditional  industries  present  in  the  Southern  Tier  include: 

agriculture  and  food  processing,  including  dairy  products  and  wine 

footwear  and  apparel  manufacturing 

primary  and  secondary  wood  products 

printing  and  publishing 

metal  fabrication 

industrial  and  transportation  equipment 

road  salt 
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Regional  high  technology  specializations  include:  .  „.   .  ,, 

advanced  ceramics 

electronics  packaging 

manufacture/assembly  of  personal  computers  and  related  equipment  and 
parts 

manufacture  of  simulators  and  related  components,  including  software 

consumer  and  industrial  electronics/electrical  machinery  and  equipment, 
including  printed  circuit  boards 

aerospace  electronics 

rail  transit 

bio-technology  (an  emerging  sector) 
Tourism  is  also  an  important  element  of  the  Southern  Tier  Region's  economy. 
The  Region's  vast  natural  resources  —  the  Finger  Lakes,  the  Catskills,  virgin  forests  and 
park  lands,  the  major  river  valleys,  historic  places  —  and  the  man-made  attractions  (e.g., 
the  Baseball  and  Soccer  Halls  of  Fame  and  the  Corning  Glass  Museum)  —  bring 
approximately  2  million  visitors  to  the  Southern  Tier  each  year. 


Concentration  of  Defense-Dependent  Manufacturers 

Changes  in  Department  of  Defense  (DOD)  contracting  activity  reflect  national 
policies  concerning  budget  deficit  reductions,  major  weapons  programs,  national 
security  issues  and,  of  course,  political  tensions  around  the  world.  The  Governor's 
Defense  Advisory  Panel  estimated  that  DOD  prime  contracts  supported  16,250  jobs  in 
the  Southern  Tier  in  1990,  or  9.4  percent  of  the  173,000  defense-dependent  jobs  in  New 
York  State  as  a  whole  (both  figures  calculated  using  a  DOD  estimate  that  every  billion 
dollars  of  prime  contracts  creates  25,000  jobs).     Jobs  attributable   to  DOD   prime 
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contracts  thus  represented  about  5.2  percent  of  the  313,600  jobs  in  the  Southern  Tier 
in  1990,  the  peak  employment  year. 

The  Department  of  Defense  represents  an  important  customer  for  both  large  and 
small  Southern  Tier  firms  located  throughout  the  Region.  DOD  purchases  a  wide  array 
of  products  from  Southern  Tier  firms,  especially  electronic  components  with  an 
emphasis  on  military  aeronautics,  including  missiles,  aircraft  (including  helicopters),  and 
spacecraft.  Some  of  the  Southern  Tier's  largest  employers,  including  IBM's  Federal 
Systems  Division,  Martin  Marietta  (formerly  GE-Aerospace),  CAE-Link,  Inc.,  Dresser 
Rand,  Inc.,  Amphenol,  Inc.,  Simmons  Precision,  and  Cornell  University  receive  millions 
of  dollars  each  year  from  DOD  and  the  military  service  branches.  Mid-sized  companies 
(such  as  Chromalloy  Gas  Turbine,  Raymond  Corporation,  Mercury  Aircraft,  and 
Astrocom)  and  small  companies  (including  some  firms  with  fewer  than  five  employees) 
also  benefit  both  directly  and  indirectly  from  DOD  spending  in  the  Southern  Tier. 
Although  firms  located  in  all  nine  counties  are  DOD  prime  contractors,  the  procurement 
is  concentrated  in  Broome,  Tioga,  Steuben,  and  Chenango  Counties. 

The  table  on  the  following  page  compares  Department  of  Defense  (DOD) 
contract  awards  by  source  for  each  of  the  three  Sub-Regions  and  the  Southern  Tier  as 
a  whole  for  1989  and  1991  in  current  dollars.  It  should  be  noted  that  the  information 
presented  in  the  table  does  not  reflect  the  full  significance  of  DOD  contracting  activity 
in  the  Southern  Tier: 

There  is  a  considerable  lag  time  involved  in  DOD  contract  awards; 
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Many   local   firms  may  receive  sub-contracts   from  prime  contractors 
located  outside  of  the  Southern  Tier  Region; 

The  data  may  be  skewed  due  to  the  life-cycle  of  a  particular  program  for 
which  local  firms  have  been  awarded  contracts. 
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In  spite  of  these  qualifications,  the  data  presented  provides  a  capsule  overview  of  the 
significance  of  DOD  contracting  activity  and  budget  cutbacks  on  the  Southern  Tier. 

As  shown  in  the  table,  annual  DOD  prime  contracts  with  Southern  Tier  firms 
totaled  $550.4  million  in  1989  and  dropped  by  41  percent  or  $228.2  million  to  $322.2 
million  in  1991.  Procurement  fell  by  45  percent  and  44  percent  for  the  Central  and 
Western  Sub-Regions,  respectively.  On  the  bright  side,  the  Eastern  Sub-Region 
experienced  an  85  percent  increase.  Using  the  DOD  estimate  of  25,000  jobs  per  billion 
dollars  of  prime  contract  value,  the  Southern  Tier's  1991  employment  base  included 
8,054  jobs  directly  attributable  to  defense  procurement.  Since  defense  contracts  are 
typically  multi-year  agreements  with  a  phased  allocation  of  funds,  this  drop  should  not 
be  interpreted  to  mean  that  over  50  percent  of  the  16,250  FY  1990  defense  jobs  were 
lost.  However,  it  illustrates  the  severity  of  the  impacts  reduced  defense  spending  may 
hold  for  the  Southern  Tier,  as  contracts  expire  and  companies  down-size  in  anticipation 
or  response.  ,-,  ..  ^ .     ^  r  ^ 

The  short-term  health  of  defense-oriented  Southern  Tier  companies  depends  in 
part  on  the  nature  of  the  coming  defense  cuts;  in  the  long  run,  federal  defense  budget 
decisions  may  determine  whether  some  Southern  Tier  companies  survive.  Reductions 
in  defense  spending  have  and  will  continue  to  cause  job  losses  and  hardship  for  the 
Southern  Tier,  even  if  other  economic  activity  eventually  absorbs  the  displaced  workers. 
Defense  industries  employ  proportionately  more  engineers,  scientists,  technicians,  and 
other  skilled  workers  than  does  U.S.  industry  in  general.  As  displaced  workers 
disperse,  the  Southern  Tiers  other  companies  must  absorb  them  or  a  "brain  drain"  may 
follow. 

Colleges  and  Universities 

The  Southern  Tier  Region  is  a  center  of  higher  education.  Colleges  and 
universities  include:  Cornell  University,  Binghamton  University  in  Vestal  (formally 
State  University  of  New  York  at  Binghamton)  and  two  State  University  of  New  York 
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(SUNY)  campuses  located  in  Oneonta  and  Delhi.  Nearby  Alfred  University  is  a  major 
research  institution  with  ties  to  Region  businesses.  Several  private  colleges,  community 
colleges  and  vocational  education  schools  are  also  located  in  the  Southern  Tier. 
Collectively,  these  research  and  higher  education  institutional  resources  constitute  a 
powerful  regional  asset.  Moreover,  their  specializations  correspond  to  several  Southern 
Tier  manufacturing  and  technology  strengths,  most  notably,  ceramics,  electronics 
packaging,  food  processing,  and  bio-technology. 

Economic  Development  Pelivcn'  System 

The  Southern  Tier's  extensive  economic  development  delivery  system  includes 
public,  private  and  quasi-public  organizations  operating  at  the  local,  county,  sub- 
regional  and  regional  level.    Major  multi-county  organizations  include: 

•  The  New  York  State  Department  of  Economic  Development's  Southern 
Tier  Regional  Office,  which  serves  the  entire  nine  county  Region  and 
provides  the  nexus  between  the  State's  many  technical  and  financial 
assistance  programs  and  local  economic  development  efforts; 

•  The  Regional  Economic  Development  Council  (REDC),  a  group  of 
citizens,  community  development  professionals,  elected  officials,  and 
business  executives  appointed  by  the  Governor  who  provide  guidance  to 
NYSDED  and  the  Southern  Tier's  public  sector  economic  development 
entities; 

•  The  University-Industry-Public  Partnership  for  Economic  Growth 
(UnlPEG),  which  coordinates  technology  transfer  activities  for  a  ten 
county  region  which  includes  the  Southern  Tier  plus  Allegeny  County. 

•  The  Southern  Tier  Central  Regional  Planning  and  Development  Board 
(STCRPDB)  and  the  Southern  Tier  East  Regional  Planning  and 
Development  Board  (STERPDB)  which  between  them  cover  all  nine 
counties  (and  others  outside  of  the  Region).  The  two  organizations 
supplement  local  planning  and  economic  development  efforts  and  provide 
the  nexus  between  various  federal  agencies  (e.g.,  the  EDA,  the 
Appalachian  Regional  Council  and  the  Federal  Aviation  Administration) 
and  local  government. 
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•  The  New  York  State  Gas  and  Electric  Company  (NYSEG)  provides  site 
selection  assistance  and  operates  programs  designed  to  help  business  by 
increasing  energy  efficiency. 

•  The  Southern  Tier  World  Commerce  Association  (STWCA)  provides 
export  assistance  to  the  Region's  businesses. 

Various  New  York  State  Departments  and  their  divisions  also  play  a  key  role 

in  economic  development   within  the  Southern  Tier,  including  the  New  York  State 

Department  of  Economic  Development  (and  its  tourism  division),  the  New  York  State 

Science  and  Technology  Foundation  (NYSSTF),  the  Urban  Development  Corporation 

(UDC),  the  Job  Development   Authority  (JDA),  the  New  York  State  Department  of 

Environmental  Conservation  (NYSDEC),  and  the  New  York  State  Department  of  Labor. 

Existing  Publicly  Supported  Diversification  and  Competitiveness-Enhancing  Efforts 

Several  important  initiatives  designed  to  advance  Southern  Tier  firms" 
competitiveness  and  promote  economic  diversification  are  already  underway  in  the 
Southern  Tier  Region.  These  undertakings,  described  briefly  in  the  bullet  points  below, 
are  funded  in  whole  or  in  part  by  local,  state  and  federal  government  programs  as  well 
as  contributions  from  educational  institutions  and  private  industry.  Along  with  the 
economic  development  organizations  profiled  above,  they  provide  an  important 
foundation  which  will  help  support  the  implementation  of  the  strategies  contained  in 
this  report  and  achieve  the  goals  set  by  the  Task  Force. 

•  The  Southern  Tier  is  home  to  two  Centers  for  Advanced  Technology 
(CATs),  sponsored  by  the  New  York  State  Science  and  Technology 
Foundation;  another  with  extensive  ties  to  the  Region  is  located  in  nearby 
Alfred.  These  are:  the  Center  for  Advanced  Ceramic  Technology  at 
Alfred  University;  the  Center  for  Bio-Technology  in  Agriculture  at 
Cornell,  and;  the  Center  for  Electronics  Packaging  recently  approved  for 
Binghamton  University  which  will  supplement  the  activities  of  the 
Integrated  Electronics  Engineering  Center  and  the  Industry -Cornell 
University  Alliance  for  Electronic  Packaging.  The  CATs  offer  a  forum 
for  universities  and  industry  to  conduct  research  of  mutual  interest.    The 
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Southern  Tier  CATs'  specializations  correspond  to  the  Region's 
industrial  and  academic  strengths. 

The  Alliance  for  Workforce  Development  is  a  collaborative  etTort 
between  four  area  community  colleges  (Broome,  Cayuga.  Corning,  and 
Tompkins-Cortland)  and  Binghamton  University  in  the  grantsmanship 
stage  The  Alliance  is  designed  to  provide  Southern  Tier  manufacturing 
firms  with  high  quality  training  programs  in  a  coordinated  fashion.  Five 
skill-building  modules  include  courses  tailored  to  engineers/  technologists 
responsible  for  system  and  strategy  design  or  implementation.  The 
modules  include: 

Total  Quality  Management 

Design  for  Manufacturability 

Continuous  Flow  Manufacturing  and  Just-in-Time  Techniques 

Systems  Integration 

Leadership  and  Team  Concepts 

These  programs  address  three  critical  needs  which  apply  to 
manufacturers  throughout  the  Southern  Tier: 

Assistance  developing  new  manufacturing  strategies; 

Comprehensive  training  for  the  entire  labor  force; 

Life-long  professional  development  courses  to  protect  long-term 

competitiveness 

The  Center  for  Commercial  Competitiveness  (C3)  resulted  from  a 
successful  Binghamton  University  effort  to  obtain  funding  through  the 
U.S.  and  State  of  New  York  Departments  of  Labor  to  supplement  private 
sector  contributions.  C3  is  a  partnership  among  industry,  academia  and 
government  dedicated  to  assisting  the  Southern  Tier's  defense  industries 
convert  to  commercial  activities  and  to  training  defense-displaced 
workers.  The  two  agencies'  grants  total  over  $550,000.  C3  attempts  to 
address  many  of  the  issues  expounded  upon  in  this  report.  Its  mission 
goes  beyond  the  immediate  problem  of  training  defense-displaced 
workers.  C3  seeks  to  stimulate  new  business  opportunities  by  providing 
a  forum  for  companies  to  assess  their  core  competencies  and  identify 
mutually  beneficial  and  synergetic  ways  to  work  together.  The  C3  plan 
recognizes  that  displaced  defense  workers  (and  their  skills  base  and 
corporate  backgrounds)  represent  a  tremendous  resource  to  the  Southern 
Tier  and  can  play  a  key  role  in  the  Southern  Tier's  collective  return  to 
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competitiveness  and  the  conversion  of  its  defense  industries.  C3  seeks 
not  only  to  provide  displaced  workers  with  new  skills,  but  also  to  "instill 
a  commercial  mind-set  in  displaced  workers  and  defense  industry 
personnel."  The  Center  will  provide  immediate  jobs  for  participating 
defense  workers  during  the  nine  months  in  which  they  complete  the 
program.    The  C3  program  contains  three  phases: 

Phase  I  —  Team  Building  C3  will  provide  training  to  displaced 
workers  and  industry  personnel,  including  On-the-Job  technical 
training  geared  towards  conceiving  new  commercial  markets  and 
products  for  industry. 

Phase  II  —  Synergistic  Enterprises  C3  will  help  industry  form 
joint  ventures  and  create  large  scale  cooperative  programs  on 
products  of  national  importance. 

Phase  III  —  Virtual  Companies  C3  will  help  industry  create 
highly  competitive  and  agile  business  arrangements  that  maximize 
productivity  and  combine  core  competencies  in  order  to  pursue 
and  capture  new  large  global  opportunities  and  utilize  critical 
technologies. 

C3  has  adopted  a  "best  practices"  approach  to  its  mission,  using  the  best 
manufacturing,  training  and  productivity  ideas  available  through  such 
sources  as  Workforce  2000,  America  2000,  the  American  Manufacturing 
Enterprise  Forum,  and  Lehigh  University's  lacocca  Center.  C3  thus 
offers  a  two-pronged  approach  to  solving  the  problems  wrought  on  the 
Southern  Tier  economy  by  cutbacks  in  defense  spending: 

retraining  displaced  workers  through  the  development  of  self- 
directed  work  teams  and  the  resources  available  at  Binghamton 
University,  and; 

helping  the  Region's  defense-dependent  companies  define  new 
products,  markets  and  manufacturing  processes  to  ensure  their 
ongoing  competitiveness. 

New  York  State  operates  a  host  of  industrial  modernization  and 
competitiveness-enhancing  programs.  Many  are  coordinated  through  the 
Empire  State  Manufacturing  Service.   The  most  notable  of  these  include: 
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The  Industrial  Effectiveness  Program  (lEP)  (available  through  the 
NYSDED  Empire  State  Manufacturing  Service)  offers  qualified 
firms  grants  to  conduct  Productivity  Assessments,  identify 
opportunities  for  improvement  and  implement  remedial  actions. 

A  related  program,  the  Industrial  Technology  Extension  Service 
(ITES)  operated  by  the  New  York  State  Science  and  Technology 
Foundation,  provides  free  technical  and  managerial  consulting 
services  to  small  businesses;  ITES  field  agents  help 
manufacturing  firms  research,  evaluate  and  implement 
technology-related  product  improvements. 

The  Economic  Development  Skills  Training  Program  (EDSTP) 
helps  companies  upgrade  the  skills  of  existing  employees, 
implement  total  quality  programs,  introduce  high  performance 
workplace  management  systems,  and  adopt  new  technologies 
and/or  processes. 

The  Global  Export  Marketing  Service  (GEMS)  offers  matching 
grants  to  firms  assessing  their  potential  to  begin  or  increase 
exporting  activity  and  to  create  and  implement  foreign  marketing 
business  plans.  Related  programs  provide  additional  export 
assistance. 

The  Defense  Diversification  Program  (DDP),  operated  by  the 
Empire  State  Manufacturing  Service,  utilizes  existing  programs 
(including  those  described  above)  to  meet  the  needs  of  New 
York's  defense  companies.  DDP  services  help  defense  companies 
diversify  into  commercial  markets  and  increase  their 
competitiveness  in  the  defense  market  by  addressing  companies' 
needs  in  the  following  areas:  strategic  planning,  export  market 
development,  production  process  adaptation,  human  resources 
development,  total  quality  management,  technology  transfer, 
product  development,  competitiveness  education,  and 
procurement. 

The  Job  Development  Authority  (JDA)  and  the  Urban  Development 
Corporation  both  provide  low  cost  financing  assistance  to  companies  in 
need  of  new  machinery  and  equipment,  and  new/expanded  facilities. 
UDC  also  offers  programs  providing  financing  assistance  to  companies 
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to  help  them  purchase  and  install  new  production  technologies  and  retool, 
as  well  as  working  capital  and  loan  guarantees. 

Unfortunately,  most  of  these  programs  are  under-utilized  by  Southern  Tier  firms. 


CHALLENGES   FACING  SOUTHERN  TIER  COMPANIES 

Southern  Tier  companies,  like  their  counterparts  across  the  country,  must  shape 
their  business  practices  and  strategies  in  accordance  with  broad  market  forces  and 
structural  shifts  in  the  economy  that  are  often  beyond  their  control.  The  Southern  Tier's 
companies  have  not  been  immune  to  business  trends  at  home  and  abroad  that  have 
reduced  our  country's  stature  in  the  world  economy  and  eroded  our  economic  might. 

Although  many  point  to  the  ongoing  national  recession,  the  decline  in 
manufacturing  nationwide,  and  cutbacks  in  defense  spending  as  the  causes  of  the 
Southern  Tier's  economic  malaise,  these  issues  are  just  part  of  the  explanation.  While 
they  may  be  partially  (or,  in  some  cases,  totally)  responsible  for  any  given  company's 
troubles,  the  problems  in  the  Southern  Tier,  and  in  the  nation  as  a  whole,  go  much 
deeper.  Indeed,  Southern  Tier  companies'  troubles  mirror  those  plaguing  American 
business  as  it  struggles  to  attain  and  maintain  competitiveness  in  the  face  of  new  and 
changing  global  market  dynamics.  While  corporate  efforts  to  recover  from  the 
recession,  restructuring  and  defense  cutbacks  may  (and  should)  involve  addressing  long- 
term  competitiveness  issues,  in  many  cases,  dealing  with  these  three  economic  blights 
results  in  a  series  of  short  term  measures  that  distract  companies  from  addressing  the 
root  problems  preventing  them  from  moving  from  a  survival  mode  to  a  success  mode. 

National  Business  Trends  Affecting  the  Southern  Tier 

During  the  1980s,  the  American  economy  experienced  several  profound  changes: 

•  The  1980s  represented  a  frenzied  and  tumultuous  period  in  American 

economic  history.  The  decade  saw  maturing  markets,  volatile  interest 
rates,  inflationary  pressures,  rapid  development  of  technological 
innovations,  and  heightened  foreign  competition.   Several  industries  were 
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deregulated.  During  the  decade,  the  economy  grew  for  seven 
uninterrupted  years.  Unemployment  and  inflation  rates,  which  had 
reached  double-digits  in  the  early  eighties,  began  to  recede.  The  stock 
market,  which  had  tripled  in  value,  collapsed  in  1987.  before  attaining 
even  greater  value  during  the  1990s. 

The  economic  boom,  to  a  great  extent,  was  fueled  by  record  defense 
expenditures. 

Economic  prosperity  increased  Americans'  appetite  for  material  goods: 
consumer  debt  soared,  the  national  savings  rate  plummeted  and  world 
commerce  reached  new  highs  along  with  the  gap  in  the  nation's  balance 
of  trade.    Meanwhile  the  federal  debt  increased  to  record  levels. 

In  this  high-capital-cost  environment,  the  nation  also  witnessed  the 
restructuring  of  corporate  America:  a  manic  blur  of  mergers  and 
acquisitions,  leveraged  buy-outs  and  debt-financed  takeovers  occurred  to 
satisfy  investors'  need  for  short-term  returns.  The  result:  corporate  debt 
almost  tripled,  and  much  of  the  investment  was  unproductive  in  a  real 
sense.  At  the  local  level,  corporate  decisions  emanating  from  board 
rooms  located  elsewhere  no  longer  reflected  any  sense  of  loyalty  to  the 
communities  affected. 

The  mergers  and  acquisitions  movement  meant  that  American  companies 
were  investing  in  each  other,  instead  of  in  research  and  development, 
improved  manufacturing  processes,  human  resources,  and  other 
ingredients  of  competitiveness.  Other  results  included  an  emphasis  on 
short  term  returns  instead  on  long  range  profits  and  massive  corporate 
debt. 

The  resulting  "down-sizing"  and  "right-sizing"  American  corporations 
embraced  in  order  to  boost  profits  and  pay  off  debt  —  eliminating  middle 
management,  moving  operations  overseas,  and  curbing  wages  — 
succeeded  in  raising  productivity.  Unfortunately,  the  heightened 
productivity  carried  its  own  price:  the  loss  of  over  one  million 
manufacturing  jobs.  Now  that  those  short-term  solutions  are  exhausted, 
productivity  increases  have  fallen  to  a  one  percent  growth  rate  from  an 
annual  rate  of  2.9  percent  between  1980  and  1990.  Moreover,  the 
aforementioned  corporate  restructuring  has  led  to  equal  opportunity 
unemployment  in  the  1990s:  well-educated  people  are  no  longer  immune 
and  now  also  compete  for  less  skilled  jobs  in  some  localities. 
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People  with  MBAs  began  to  run  American  companies  rather  than  those 
advanced  degrees  in  technical/science  fields  —  while  the  former 
understand  the  nuances  of  corporate  accounting,  finance  and  management 
(the  thrust  of  many  U.S.  companies),  the  latter  better  understand  the 
potential  long-term  advantages  their  product-  and  process-oriented 
engineers'  ideas  may  hold. 

The  financing  needs  of  business  changed.  In  the  past,  when  the 
economic  environment  was  stable,  the  predominant  financing  need 
stemmed  from  established  firms  with  clearly  identified  markets. 
However,  growth  in  today's  rapidly  evolving  more  competitive  global 
economy  is  coming  from  small  firms  in  emerging  industries,  companies 
expanding  into  new  market  niches,  and  maturing  industries  which  require 
restructuring,  e.g.,  defense  companies.  If  the  economy  is  to  advance 
quickly,  capital  sources  must  become  more  flexible  and  willing  to  accept 
greater  risk. 

In  the  aftermath  of  the  Cold  War,  the  U.S.  has  embarked  on  a  here-to- 
fore  unsurpassed  effort  at  reducing  defense  expenditures.  Overall 
defense  spending  is  predicted  to  decrease  from  a  peak  of  6.4  percent  of 
GNP  to  about  3.8  percent  in  1996,  the  smallest  percentage  since  before 
World  War  II.  In  real  terms,  procurement  is  projected  to  fall  by  almost 
50  percent  between  FY  1985  and  FY  1996,  dropping  from  $123.9  billion 
to  $64.3  billion  (1992  dollars),  according  to  the  Office  of  Technology 
Assessment. 

The  budget  reductions  have  had  and  will  continue  to  have  a  significant 
impact  on  many  companies.  Unfortunately,  the  structural  upheaval  and 
lingering  recession,  coupled  with  a  failure  to  address  competitiveness 
issues  makes  it  more  difficult  for  individual  companies  to  weather  the 
transition.  In  addition,  these  trends  also  increase  the  agony  displaced 
defense  industry  workers  suffer  when  trying  to  find  new  positions  and 
impede  the  local  economy's  ability  to  absorb  them. 

Moreover,  many  barriers  to  transition  cxi.st.  Commercial  marketing  and 
distribution  are  foreign  concepts  to  many  defense  companies.  Defense 
firms  are  oriented  towards  producing  a  few  specialized  products,  not 
high-volume  manufacturing.  Defense  companies  must  meet  strict 
military  construction  standards,  which  exceed  strength  and  other  quality 
standards  that  are  practical  for  the  commercial  markets.  Another  major 
barrier  to  conversion  lies  in  the  company  culture  defense-oriented  firms 
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exhibit,  which  emphasizes  contract  management,  monitoring  and 
auditing.  While  well-intentioned,  these  systems  must  be  re-designed  to 
enable  companies  to  offer  commercial  products  at  competitive  prices. 

•  Meanwhile  the  nation's  budget  deficit  has  soared.  The  budget  deficit, 
coupled  with  the  national  debt,  prevents  the  federal  government  from 
boosting  the  economy  by  dramatically  increasing  spending  as  in  years 
past:  many  state  governments  are  in  a  similar  predicament.  The  burden 
has  been  passed  on  to  local  governments,  which  are  wrestling  with  their 
own  problems,  including  declining  tax  bases  and  increasing  responsibility 
for  programs  and  projects  previously  underwritten  by  state  and  federal 
government. 

America  stands  at  an  economic  crossroads.       The  lavish  consumption  of  the 

1980s  and  the  wrenching  recession  of  the  early  1990s  have  left  us  with  stalled  job 

growth,  enormous  personal,  corporate  and  federal  debt,  little  savings  or  investment, 

outmoded  tools  and  technologies,  and  major  structural  problems  in  our  economy.    The 

stakes  are  high  if  America  is  to  retain  its  position  at  the  top  of  the  global  heap:    the 

rebuilding  effort  must  proceed  from  both  the  top  down  (national  level)  and  the  bottom 

up  (local  level). 

International  Business  Trends  Affecting  the  Southern  Tier 

America  led  the  post-World  War  II  reconstruction  in  Europe  and  provided 
economic  and  technological  assistance  to  many  developing  countries  without  realizing 
that  the  nation's  technological  advantage  in  a  wide  range  of  industries  would  dwindle 
as  rapidly  as  it  has.  Japan's  post-war  economic  resurgence  began  with  a  strategic  plan 
for  acquiring  technological  prowess.  Moreover,  a  constitutional  prohibition  on  defense- 
qriented  investment  enabled  it  to  dedicate  its  best  and  brightest  to  perfecting  consumer- 
oriented  goods  and  invest  in  research  and  development  likely  to  yield  commercially 
viable  results.    Germany  rebuilt  under  similar  circumstances.    During;  the  1980s: 

•  While  corporate  America  was  preoccupied  with  leveraged  buy-outs  and 
acquisitions,  competition  from  foreign  rivals,  particularly  from  .lapan. 
Korea    Taiwan.     Singapore,     and    the    Western     European     countries 
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intensified.  By  the  later  half  of  the  decade,  foreign  rivals  took  control 
of  a  big  piece  of  the  domestic  market  in  several  industrial  sectors. 
Unlike  many  American  companies,  foreign  competitors  spent  the  1980s 
enhancing  their  competitiveness  through  research  and  development, 
improved  manufacturing  processes  and  human  resources  training, 
supported  by  investors  who  took  a  long  view  towards  attaining  returns. 

In  the  wake  of  capitalism's  ascension  as  the  economic  system  of  choice, 
the  international  battle  ground  has  changed  from  border  and  ideological 
disputes  to  market  share,  manufacturing  jobs  and  other  elements  which 
strengthen  or  weaken  nations'  economies.  The  irony  is  that  the  U.S.  has 
been  caught  unaware  as  new  players  in  the  world  economy  emerged. 
While  the  U.S.  was  busy  ensuring  its  military  superiority,  other  countries 
unburdened  by  the  need  to  maintain  a  strong  defense  were  pursuing  other 
investments  and  courses  of  action  which  left  them  better  poised  to  take 
advantage  of  today's  global  economy. 

The  world  economy  no  longer  revolves  around  the  United  States'  ability 
to  absorb  foreign  products  and  supply  goods  to  other  countries  which  can 
afford  them.  Three  economic  giants  now  call  the  world  home:  the 
United  States,  the  European  Community  and  the  Pacific  Rim. 
Consequently,  the  old  systems  governing  the  world  economy  have 
become  out-moded  as  new  trading  blocks  emerge  and  cheaper 
transportation  costs,  communications  and  other  technological 
advancements  reduce  practical,  economic,  and  regulatory  trade  barriers. 

The  term  "globalization"  thus  refers  to  more  than  inter-country  economic 
competition.    It  encompasses: 

the  spread  of  formerly  integrated  manufacturing  functions  to 
locations  around  the  world  —  where  raw  materials  are  obtained  in 
one  country,  processed  in  another,  machined  in  a  third,  assembled 
in  a  fourth  and  sold  in  a  fifth.  Similarly,  foreign  firms  now 
operate  plants  in  the  U.S.  and  vice  versa; 

changes  in  what  are  considered  "export"  industries  —  the  United 
States  now  exports  such  service  sector  products  as  accounting  and 
advertising  expertise  and  tourism  resources  overseas; 

partnerships  between  domestic  and  foreign  companies  engaged  in 
complementary  or  competing  endeavors; 
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emergence  of  new  trading  blocks,  for  example,  the  European 
Community  and  the  North  American  Free  Trade  Alliance  between 
Mexico,  Canada  and  the  U.S.; 

availability  of  new  markets  around  the  globe,  as  "second  world" 
countries  prosper  and  formerly  communist  countries  embrace 
capitalism  and  the  free  market  system. 

The  consequence   of  globalization   for  American  companies  is,  quite  simply, 

increased   competition   from   inside  and  outside  of  the  United   States.      Maintaining 

financial  health  in  the  face  of  these  new  and  intricate  changes  presents  U.S.  companies 

with  an  immense  challenge  most  are  still  struggling  to  meet.    Southern  Tier  businesses 

are  no  exception. 

Increased  Competitiveness  Worldwide 

Since  the  end  of  World  War  II,  Americans  have  defined  global  competition  in 
military  and  ideological  terms  and  largely  limited  the  players  to  the  United  States  and 
the  former  USSR:  our  nuclear  warheads  vs.  their  armaments;  democracy  vs. 
communism;  capitalism  vs.  centralized  economic  planning,  etc.  Historically,  companies 
prospered  if  they  controlled  more  resources  than  the  competition:  superior  natural, 
human,  technological  and  capital  resources  would,  in  combination  with  good 
management,  lead  to  success.  Profits  could  either  be  reinvested  to  pay  for  changes 
required  to  stay  competitive  or  be  "thrown  off  (redistributed)  to  give  owners,  workers 
and  stockholders  short-term  returns.  As  discussed  previously,  many  United  States  firms 
chose  the  latter  course  in  recent  years,  by  cutting  research  and  development  budgets  and 
postponing  retooling  in  a  short-sighted  effort  to  save  money.  These  chickens  came 
home  to  roost  during  the  1980s,  when  other  competing  companies,  particularly  those 
located  in  countries  which  rewarded  re-investment  and  research  and  development, 
pushed  forward  with  an  eye  on  long-term  rewards,  and  increased  their  competitiveness 
and  surpassed  their  U.S.  counterparts. 
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The  U.S  approach  to  industrialization  relied  on  mass  production. 
Mechanized  assembly  lines  cranking  out  low-cost  products  paved  the 
way  to  the  superior  standard  of  living  Americans  enjoy.  However,  the 
tremendous  investment  in  machinery  this  approach  required  led  to  a  lack 
of  flexibility;  with  so  much  capital  tied  up  in  production  equipment, 
varying  products  became  an  expensive  proposition. 

As  machinery  improved,  manufacturing  became  more  portable  and  the 
ability  to  provide  cheap  labor  became  the  nexus  of  competitiveness. 
However,  the  industries  commonly  cited  as  the  high  growth  areas  of  the 
1990s  —  biotechnology,  micro-electronics,  new  materials,  avionics, 
robotics,  and  computer  hard-  and  soft-ware  —  are  all  technology  and 
human  resources-dependent  endeavors.  Success  will  accrue  to  those  who 
can  marshall  people  with  these  skills,  regardless  of  where  they  are 
located. 

Cost  reduction  and  the  cult  of  the  lowest  bidder  may  make  sense  on  a 
short-term  basis  but  is  not  an  end  to  itself  and  should  not  be  pursued  at 
the  expense  of  reliability,  flexibility  and  customer  service.  As  consumers 
become  increasingly  sophisticated,  companies  must  identify  new  markets 
and  market  niches  at  home  and  abroad  and  serve  them  well. 

Competitiveness  —  a  moving  target  —  is  thus  a  function  of  the  quality  of 
product,  process,  human  resources,  and  business  technologies.  In 
addition  to  management  and  other  off  line  functions,  the  latter  includes 
gathering  intelligence  about  markets  as  well  as  corporate  rivals"  practices 
and  products. 

Companies  that  wish  to  maintain  or  enhance  their  competitiveness  must 
commit  to  the  following  courses  of  action: 

Investment  in  product,  process  and  business  technologies, 
including  collaborative  ventures  when  appropriate; 

Research  in  customers  and  markets,  including  new  overseas 
opportunities  and  niches; 

Benchmarking  —  understanding  and  improving  the  state  of  the  art 
for  both  products  and  processes  (including  management,  customer 
service,  etc)  even  when  the  best  practices  have  been  developed 
overseas  or  at  companies  engaged  in  non-related  endeavors; 


21 


105 


Workforce  skills  training  and  employee  involvement,  as  opposed 
to  a  "top  down"  management  approacii; 

Rigorous  quality  control  and  responsive  customer  service: 
Many  Southern  Tier  companies  are  pursing  these  strategies,  for  example,  by 
adopting  just-in-time  inventory  systems  or  minimizing  their  isolation  from  customers, 
suppliers  and  competitors.  However,  it  is  the  larger  companies  (e.g..  IBM  and  Corning. 
Inc.)  which  can  dedicate  the  resources  to  these  areas  and  the  very  small  flexible  firms 
which  can  effect  change  easily  who  appear  to  be  leading  the  pack. 

Harnessing  Technology 

Now  that  technology,  engineering  expertise  and  sheer  brain  power  are  the  key 
ingredients  for  success,  competitive  advantages  are  largely  man-made. 

•  "Reverse  engineering"  has  become  a  staple  of  competition:  rather  than 
investing  in  inventing  new  products,  fortunes  are  made  perfecting  others" 
primary  research  and  essentially  duplicating  commercially-viable  items, 
e.g.,  IBM  PC  clones,  perhaps  using  a  more  cost-effective  process. 

•  Technology  —  as  applied  to  both  product  development  and  process 
development  —  is  a  steady,  predictable  source  of  competitive  advantage, 
unlike  low  wages  or  advantageous  currency  exchange  rates,  which  may 
shift  and  are  beyond  the  control  of  private  firms.  Broadly  defined, 
manufacturing  technology  includes  not  only  new  products  and  processes, 
but  also  industrial  modernization  and  expertise  in  using  equipment, 
organizing  procedures  and  managing  people. 

•  The  U.S..  in  part  due  to  the  strengths  of  its  university  system,  still  excels 
at  technological  and  product  innovation,  but  foreign  companies 
repeatedly  surpass  our  ability  to  bring  new.  improved  versions  of 
products  to  market.  The  difference  between  product  research  and  process 
research  is  significant.  For  years.  Americans  dominated  product 
research,  inventing  scores  of  items  we  now  consider  essential  (e.g.. 
telefax  machines  and  semi-conductor  chips)  on  the  assumption  that 
product  monopolies  could  be  achieved.  Since  they  could  not  compete  on 
a  product  development  level,  many  foreign  firms  invested  in  process 
research  and  now  dominate  the  aforementioned  markets:  those  who  can 
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refine  and  then  build  a  better  product  cheaper  can  capture  markets  from 
the  original  inventors.  The  product  vs  process  distinction  appMes  to  low 
tech  products  as  well.  Using  robots  in  warehouse  operations,  automobile 
manufacturing,  or  food  processing  are  examples  of  exploiting  high 
technology  in  the  service  of  a  relatively  simple  good  or  function. 

•  By  contrast,  American  tlrms"  "rugged  individualism,"  expressed  through 
near  total  reliance  on  self-generated  ideas  and  a  reluctance  to  adopt  and 
refine  outside  ideas  or  apply  technologies  developed  elsewhere  (including 

'  Federal  laboratories)  to  commercial  applications,  impedes  their  ability  to 
profit.  The  attention  paid  to  benchmarking  and  just-in-time 
manufacturing  processes  in  recent  years  may  signal  an  end  to  this 
attitude.  Nonetheless,  U.S.  companies,  on  the  whole,  rarely  form  strong 
collaborative  relationships.  In  addition  to  cherished  free  market  ideals, 
fears  about  violating  anti-trust  and  intellectual  property  laws  contribute 
to  corporate  reluctance  to  embark  on  joint  ventures.  This  reticence  to 
work  with  competing  and  complementary  companies  and  institutions 
precludes  such  useful  strategies  for  sharing  information  and  advancing 
technology  as  forming  research  and  development  consortia. 

•  The  next  wave  in  processing  technology  may  be  "agile  manufacturing," 
first  developed  by  Lehigh  University's  lacocca  Institute  and  now  being 
refined     by    the     Agile    Manufacturing     Enterprise     Forum.        Agile 

'    manufacturing     will    lead    to    "virtual"    corporations     which    employ 
- ';       concurrent  engineering,   in  which  process-oriented   development   teams 
manage  all  production  components  simultaneously   —  from  design  to 
manufacturing  planning  to  marketing  —  to  avoid  the  costs  and  delays 
which  ensue  when  the  traditional  sequential  approach  necessitates  design 
i  changes   late  in  the  process.     AMEF  forecasts  vast  improvements    in 

speed-to-market,  productivity,  quality,  and  cost. 

The  technological  and  organizational  changes  U.S.  companies  have  implemented 

to  increase  competitiveness  and  productivity  also  necessitate  training,  even  though  many 

firms  devote  their  attention  to  capital  investments  in  equipment  or  research  rather  than 

human  resources.    For  example,  the  shift  to  Japanese-style  "lean  management"  which 

depends  on  workers  to  identify  and  anticipate  problems  and  organizes  employees  in 

semi-autonomous  groups,  necessitates  several  types  of  training.   Workers  must  not  only 

learn  new  skills  for  this  organizational  system  to  work  (e.g.,  cross-training  to  minimize 
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absenteeism's  effect  on  productivity),  but  must  also  get  help  in  overcoming  corporate 
culture  barriers  to  success,  e.g.,  breaking  down  the  walls  between  management  and  non- 
management. 

CHALLENGES  FACING  ECONOMIC  DEVELOPIMENT  ORGANIZATIONS 

The  Southern  Tier's  economic  development  delivery  system  is  essentially  sound. 
The  existing  organizations  are  staffed  by  an  able  corps  of  dedicated  professionals 
working  hard  to  help  local  businesses,  despite  chronic  funding  pressures  and  a  limited 
number  of  staff  relative  to  the  large  areas  they  serve.  The  Southern  Tiers  economic 
development  organizations  face  two  separate  sets  of  challenges:  those  related  to  their 
own  workings  and  those  related  to  providing  services  to  existing  and  start-up  Southern 
Tier  businesses. 

Inter-  and  Intra-  Agency  Challenges 

The  effectiveness  of  the  existing  economic  development  organizations  could  be 
enhanced  with  increased  attention  to  the  following  matters: 

•  Improving  inter-agency  coordination:  between  local  and  regional 
economic  development  organizations,  between  regional  entities,  between 
Southern  Tier  organizations  and  state  and  federal  agencies,  and  between 
Southern  Tier  organizations  and  Southern  Tier  educational  institutions 
and  human  resource  training  providers; 

•  Fostering  leadership  within  agencies,  within  the  private  sector  and  among 
elected  officials:  creating  a  corps  of  individuals  committed  to  and 
interested  in  economic  development  issues; 

•  Eliminating  duplication  of  services; 

•  Clarifying  agency  missions  and  articulating  the  roles  and  responsibilities 
best  handled  by  local  and  regional  organizations,  for  example: 
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Local  economic  development  agencies  can  remain  responsible  for  local 
economic  development  projects,  including  securing  an  appropriate  level 
of  locally  generated  funds  for  these  projects. 

Regional  economic  development  organizations  should  assume 
responsibility  for: 

regional  economic  development  strategic  vision  planning 
-     '      large  scale  or  high  impact  project 

dissemination  ("funnel")  of  regional,  state  and  federal  funding 
forums  for  higher  level  issues  and  policy  discussions 
stewardship  of  the  economic  development  system; 

Regional,  state,  and  national  agencies  and  organizations  provide 
economic  development  support  for  specialized  needs,  including: 

technology  development 

export  assistance 

market  and  economic  intelligence 

training  and  retraining 

high  risk  or  high  volume  financing  requirements 

All  of  this  boils  down  to  approaching  economic  development  on  a  regional  basis 
to  a  greater  extent  than  has  been  evident  in  the  past.  Regional  economic  development 
is  based  on  the  following  principals: 

•  The  fundamental  mission  of  the  overall  system  is  to  provide  the  private 
sector  with  programs,  services  and  facilities  that  induce  them  to  change 
and  stimulate  investment  in  modernization  and  other  competitiveness- 
enhancing  activities  so  that  they  not  only  survive,  but  flourish; 

•  Economic  development  services  are  provided  through  a  coordinated 
system  of  organizations  operating  at  the  local,  sub-regional,  state  and 
national  levels; 

•  The  system  emphasizes  producing  long-term  regional  economic 
development  results; 

•  Each  organization  understands  and  takes  responsibility  for  its  appropriate 
role  within  the  economic  development   delivery  system  and  provides 
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quality  (best  practices)  services  competently,   professionally,   and  in  a 
timely  manner. 

•  The  organizations  within  the  system  communicate  with  one  another,  such 
that  each  organization  understands  the  purpose,  goals  and  programs  of  its 
counterparts.  Trust  characterizes  the  system  providers"  relationships.  As 
a  whole,  the  organizations  \  iew  themselves  —  and  are  \  iewed  by  others 
—  as  partners  for  a  common  purpose. 

The  bullet  points  above  describe  how  the  existing  system  is  supposed  to  work  and  how 

public  and  private  sector  people  concerned  with  economic  development  want  it  to  work. 

The  challenge  is  translating  this  vision  into  standard  operating  procedures:    making  it 

work. 

Economic  Development  Challenges 

Changing  global  economic  forces  have  compelled  American  corporations  to 
adopt  a  proactive  stance  towards  technology  and  modernization  to  stay  competitive. 
Consequently,  the  economic  development  profession  must  now  also  acquire  (or  gain 
access  to)  new  competencies  which  help  companies  change  how  they  do  business 
through  the  incorporation  of  new  technologies  and  "best  practices."  This  represents  a 
paradigm  shift  in  the  practice  of  economic  development:  from  providing  real  estate  and 
financial  assistance  to  providing  technological,  market,  management,  and  economic 
intelligence.  In  order  to  play  their  new  role  in  economic  development,  practitioners 
must  adjust  "the  system"  —  organizations,  programs  and  policies  —  to  meet  contemporary 
demands  of  their  profession  in  an  efficient  and  effective  manner.    This  requires: 

•  Emphasizing  customer  service  and  obtaining  additional  input  from  the 
clientele; 
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•  Streamlining  existing  programs  available  through  the  State  of  New  York 
and  eliminating  duplication,  e.g.,  between  programs  offered  by 
NYSDED,  UDC,  JDA,  and  NYSSTF"; 

•  Increasing  participation  in  existing  programs;  ' 

•  Staying  abreast  of  new  federal  programs  and  obtaining  funding  for 
economic  development  through  them,  for  example,  the  various  Advanced 

-  .  :  ;  :.■,        Research  Projects  Agency  programs  available  to  help  defense-dependent 
companies  and  communities. 

Technical  challenges  include  helping  companies  to: 

•  Form  collaborative  working  relationships  which  impart  synergistic 
benefits  to  participants  and  to  the  Southern  Tier  economy,  including 
overcoming  barriers  to  the  formation  of  networks  and  consortia. 

•  Address  competitiveness  issues,  by  identifying  core  competencies, 
investing  in  human  resource  training,  adopting  TQM  and  other  quality 
controls,  improving  customer  service,  conducting  market  and  product 
research,  benchmarking,  etc. 

•  Reduce  their  dependence  on  defense  procurement  and  overcome  barriers 
to  transition,  including: 

lack  of  a  strategic   diversification   plan  and/or  commitment   to 
diversification  by  top  management; 

limited  understanding  about  commercial  market  operations; 

difficulty  in  identifying  marketable  commercial  products; 

uncertainty   regarding   wTiether   to  enter  an  existing   market  or 
■>i''      •  •"  pursue  new  areas; 


We  note  that  proposals  to  replace  the  UDC,  JDA  and  NYSSTF  Boards  with  a 
single  unified  Economic  Development  Board  and  consolidate  grants  programs 
are  among  the  reforms  to  the  State's  economic  development  delivery  system 
recommended  by  Assembly  Democrats  in  May,  1993. 
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trouble  finding  interim  financing  to  support  transition-related 
operations  until  the  company's  new  initiatives  begin  to  generate 
income. 

Modernize  plant  and  equipment  and  obtain  access  to  human  resource 
training; 

Obtain  access  to  technology  available  from  the  federal  laboratory  system 
and  federal  technology  transfer  agencies; 

Expand    locally    by   ensuring    the   availability    of  sites,    buildings    and 
infrastructure  (the  traditional  approach  to  economic  development). 


OVERVIEW  OF  KEY  STRATEGIES 

The  regional  economic  development  strategies  contained  in  this  report  represent: 

•  specific  recommendations  to  help  the  Southern  Tier  overcome  barriers  to 
regional  economic  growth  and  development; 

•  concrete  actions  to  further  on-going  projects,  implement  new  initiatives 
and  capitalize  on  strengths  and  opportunities  available  to  the  Southern 
Tier  Region. 

The  strategies  reflect  the  conviction  that  the  Southern  Tier's  economic  recovery 

will  stem  from  local  success  in  forging  a  partnership  between  the  public  sector  and 

business/industry   to  create  the  climate  necessary  for  the  expansion  of  private  sector 

investment  and  job  creation.     In  addition,  this  report  reflects  our  judgment  that  the 

Southern  Tier  Region  contains  many  attributes  favorable  to  economic  development  and 

growth.     The  economic  development  strategies  are  based  on  the  following  premises 

about  how  the  Southern  Tier  Regional  economy  functions. 

1.  The  Southern  Tier  Region's  economy  is  well  diversified  and  basically 

sound,  despite  short-term  impacts  from  DOD  cut-backs  and  the  recession. 
The  principle  threat  to  the  Southern  Tier's  long-term  growth  lies  in  the 
Region's  collective  inability  to  fully  mobilize  and  leverage  its  many 
valuable  natural,  economic,  institutional,  human  and  other  resources  for 
local  and  regional  economic  development  purposes. 
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2.  This  report  also  contends  that  the  Southern  Tier  Region  does  not  behave 
as  a  region  at  present;  it  functions  as  several  regions  which  both  overlap 
and  spill  beyond  the  Southern  Tiers  borders.  The  existence  of  multiple 
overlapping  jurisdictions  (e.g.,  state  agencies)  both  reflects  and 
exacerbates  the  situation. 

Despite  the  fact  that  the  Southern  Tier  does  not  behave  as  a  region  in  an 
economic  sense,  its  present  boundaries  make  sense  from  an  economic 
development  perspective.  The  potential  synergy  available  from  the 
Region's  industries,  which  specialize  in  related  areas,  and  its  research 
institutions,  which  specialize  in  these  same  fields,  justifies  its  definition. 
Moreover,  the  Region's  transportation  network  could  also  enable  the 
Southern  Tier  to  function  as  a  legitimate  economic  region  in  the  future. 

3.  The  basic  economic  forces  operating  in  the  Region  are  dynamic,  rather 
than  stagnant.  Moreover,  they  require  a  shift  in  emphasis  by  both  the 
Region's  public  and  private  sectors  in  order  for  the  Southern  Tier  (and 
its  industrial  base)  to  move  from  a  mode  of  survival  to  a  mode  of 
success  in  the  future. 

Strategies  to  further  regional  economic  development  in  the  Southern  Tier  must 

respond  to  the  following  major  goals:  -  ' 

•  Overcome  the  barriers  to  coordinated  and  effective  economic 
development  on  a  regional  basis; 

•  Motivate  corporate  leaders  to  take  the  steps  necessary  to  meet  the 
challenges  posed  by  the  competitive  global  marketplace. 

•  Leverage  the  Southern  Tier's  vast  industrial,  technological,  educational, 
research,  and  human  resources. 

The  overall  objective  of  the  economic  development  community  should  be: 

•  To  help  the  private  sector  help  itself  to  attain  ongoing 
competitiveness  in  the  global  marketplace  and  capture  new  business 
opportunities. 

Consequently,  the  strategies  must  be  designed  to  induce  industries  to  change,  as  well 

as  to  stimulate  private  initiative  and  investment. 

It  should  be  noted  that  the  primary  responsibility  for  achieving  and  sustaining 

competitiveness  and  making  strategic  investments  toward  those  ends  must  remain  with 
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the  private  sector.  However,  federal,  state  and  local  government  incentives,  if  properly 
designed  and  used,  can  induce  companies  to  change  and  enable  government  to  help 
foster  the  climate  necessary  to  help  the  private  sector  realize  its  objectives.  I'he 
economic  development  strategies  crafted  for  the  Southern  Tier  Region  must  also  ensure 
that  the  state  functions  as  an  effective  economic  development  partner  to  maximize  the 
Region's  prospects. 

New  and  unified  approaches  will  be  necessary  for  the  Southern  Tier  Region  to 
capitalize  on  its  unique  resources  and  to  realize  new  economic  opportunities.  Meeting 
the  Southern  Tier's  future  challenges  requires  a  strong  commitment  by  the  public  and 
private  sectors  to  work  together  —  a  partnership  between  and  among  private  sector 
interests,  counties  and  other  sub-units  of  government  —  in  support  of  Region-wide 
economic  development  efforts  and  initiatives.  Unless  these  alliances  provide  leadership 
and  capitalize  upon  the  available  resources  to  remove  barriers  to  economic  growlh  and 
prosperity,  the  impact  will  be  limited. 

Strategy  Organization 

The  strategies  addressing  these  issues  contained  in  Section  VI  have  been 
organized  into  the  following  major  topics: 

•  Improving   the  Components    of  the  Economic    Development    Delivery 
System  (subject  categories  noted  with  letters  A-C) 

•  Expanding  Regional  and  Local  Readiness  for  Economic  Development 
(D-F) 

•  Meeting  the  Competitiveness  Challenge  (G-.F) 

•  Pursuing    Economic    Development    and    Diversification    Opportunities 
(K-O) 

Each  strategy  received  two  rankings  reflecting  its: 

•  Priority  (high,  medium  or  low); 

•  Difficulty  of  Implementation  (high,  moderate  or  low) 
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In  addition,  one  or  more  agencies,  organizations  or  institutions  best  suited  to  implement 
each  strategy  are  noted,  including  Southern  Tier  businesses.  The  entities  charged  with 
implementation  responsibility  fall  into  four  broad  categories: 

I.  Economic  Development  Organizations  -    < 

II.  Private  Sector  Business  and  Industry  <.  ' 

III.  Educational  Institutions 

IV.  Units  of  Government 

In  many  cases,  strategies  are  assigned  to  organi2ations  in  more  than  one  category.  The 
summary  matrix  on  the  following  three  pages  lists  each  strategy  in  the  order  presented 
in  Section  VI.  The  matrix  notes  each  strategy's  priority  and  difficulty  ratings  and 
provides  a  place  for  readers  to  note  their  own  assessments  of  the  strategies'  importance 
and  ease  of  implementation. 

This  Executive  Summary  presents  condensed  descriptions  of  only  the  most 
important  of  the  many  strategies  contained  in  Section  VI  of  the  full  report.  Readers  are 
encouraged  to  review  Section  VI  for  additional  details  and  strategies.  These  strategy 
synopses  are  organized  according  to  the  groups  arrayed  above  which  must  assume 
primary  responsibility  for  implementation.  Readers  should  keep  in  mind  that  many  of 
these  critical  strategies  require  participation  and  cooperation  by  more  than  one  group 
of  organizations  (e.g.,  economic  development  entities  and  educational  institutions). 

Companion  matrices  presented  in  later  pages  array  the  strategies  according  to  the 
group  of  organizations  assigned  primary  implementation  responsibility.  These  charts 
show  the  primary  organization  responsible  for  implementation  and  list  other  entities 
which  should  be  involved  in  the  process.  Strategies  which  require  cooperation  between 
organizations  from  more  than  one  of  the  four  groups  are  indicated  with  an  asterisk. 
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I.  Priority  Strategics  to  be  Implemented  by  Economic  Development  Organizations 

Since  the  expertise  now  required  for  new  approaches  to  economic  development 

has  become  highly  specialized,  a  regional  approach  represents  the  only  way  to  provide 

services  cost-effectively.   Moreover,  a  regional  approach  enables  economic  development 

practitioners   to  work  together  in  a  manner  which  parallels  the  distribution   of  the 

benefits   which  accrue   from   prosperity   and   economic   growth.      Lastly,   a  regional 

approach  gives  practitioners  a  broader  base  of  resources  to  leverage.   There  is  an  urgent 

need  to  channel  the  energies  of  individuals,  institutions  and  elected  officials  concerned 

with  or  engaged  in  economic  development  activities  in  appropriate  directions.     To 

achieve  this  difficult  but  important  objective  we  recommend  taking  action  to: 

Launch  Leadership  and  Team-Building  Programs  for  the  Region's 
Economic  Development  Professionals  and  Elected  Officials 

Under  the  auspices  of  the  DED-SUNY  Partnership,  the  NYSDED  Southern  Tier 
Regional  Office  should  arrange  for  the  appropriate  regional  education 
institution(s)  to  develop  educational  programs  in  economic  development  for  the 
Region's  practitioners  and  elected  officials.  The  thrust  of  the  program  geared 
toward  economic  development  practitioners  will  be  to: 

understand  competitiveness  issues  better 

recognize  that  many  solutions  lie  at  the  Regional  level 

promote  inter-agency  cooperation  and  foster  trust 

identify  ways  to  work  together  to  help  Southern  Tier  companies 

meet  the  requirements  of  the  2 1  st  century  economy 

develop  an  appreciation   for  other  organizations'    abilities   and 

contributions  to  client  services 

The  programs  geared  towards  elected  officials  would  teach  economic 
development  fundamentals  so  that  the  Southern  Tier's  elected  representatives 
would  share  a  foundation  of  basic  knowledge. 

Pursing  Technology-Based   Economic  Development 

The  University-Industry  Public  Partnership  for  Economic  Growth  (UnlPEG)  will 
become  increasingly  important  as  the  Southern  Tier  begins  to  focus  on  technological 
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economic   development.      It  is  through   UnlPEG   that   tlie   Southern   Tier  can   more 
effectively  leverage  the  technological   and  research  strengths  of  its  universities  and 
private  sector  companies.    Recommendations  addressing  UnlPEG's  future  role  within 
the  Southern  Tier  economic  development  delivery  system  include: 
Re-focus  on  UnlPEG's  Core  Mission 

UnlPEG  must  return  to  its  primary  economic  development  purpose:  technology 
development,  transfer  and  diffusion  (including  its  role  as  the  local  provider  of 
the  Industrial  Effectiveness  Program  and  the  Industrial  Technology  Extension 
Service).  Reducing  UnlPEG's  tendency  to  become  involved  in  a  wide  range  of 
regional  economic  development  issues  will  free  up  staff  time  for  more 
appropriate  complementary  activities.  These  could  include:  pro\'iding  technical 
assistance  on  intellectual  property  matters,  ISO  9000  certification.  National 
Institute  of  Science  and  Technology  data  bases,  and  other  existing  and  future 
technology-related  activities. 

Focus  on  Strategic  High  Technolog>  Industrial  Sectors  and  Small/Mid-sized 
Companies 

UnlPEG's  limited  resources  should  be  directed  toward  those  strategic  iiigh 
technology  industrial  sectors  which  hold  the  most  promise  for  the  Southern  Tier 
(synergy  between  private  companies  and  university  strengths).  Furthermore,  the 
organization  should  continue  directing  its  business  assistance  efforts  to  small  and 
mid-sized  companies  which  lack  the  capacity  to  obtain  UniPEG-type  services 
and  expertise  on  their  own. 


Increasing  NYSDED's  Effectiveness 

To  enhance  the  State's  role  in  local  and  regional  economic  development  and 
increase  its  effectiveness, .  we  recommend  that  NYSDED: 
Improve  Program  Marketing 

Economic  development  professionals  at  the  regional  and  local  levels  cannot  keep 
up  with  changing  program  content  and  requirements.  While  consolidating 
related  programs  and  simplifying  application  procedures  will  help,  NYSDED 
needs  to  improve  its  program  information  dissemination  procedures  and  involve 
local  economic  development  practitioners  in  its  marketing  efforts.  NOTE:  The 
local  and  regional  economic  development  professionals  'serve  as  the  principal 
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program  information  source  for  the  private  sector.    Consequently,  private  sector 
understanding  of  the  NYSDED  assistance  available  will  also  be  improved. 


Adopting  a  Regional  Approach  to  Economic  Development 

While  the  Southern  Tier's  local  economic  delivery  system  is  reasonably  well- 
structured,  the  existing  avenues  to  a  regional  approach  to  economic  development  need 
strengthening.  Without  exception,  successful  regions  have  established  region-wide 
bodies  which  provide  leadership,  create  new  ideas  and  bring  their  stature  to  bear  upon 
problems  and  opportunities  of  regional  significance.  The  Southern  Tier  presently  lacks 
a  regional  entity  which  enables  local  private  sector  leaders  and  publicly-supported 
economic  developers  to  influence  the  Region's  future  and  provide  implementation 
support:  to  take  charge  of  their  economic  destiny.  The  Southern  Tier's  private  sector 
leaders  need  to  have  a  stake  in  the  Region's  economic  health  (and  feel  ownership  in 
efforts  to  improve  it)  which  extends  beyond  their  own  immediate  business  health. 
Similarly,  the  economic  development  providers  need  a  vehicle  which  will  enable  them 
to  plan  and  work  together  on  regional  initiatives. 

There  is  a  clear  need  to  empower  the  private  sector  for  economic  development 
and  establish  a  Region- wide  organization  which  can: 

•  Create  a  de-politicized  environment  which  will  enable  the  Southern  Tier 
to  function  as  a  Region  (e.g.,  resolve  East- West  conflicts); 

•  Bridge    the    existing    gaps    between    the    Region's    various    economic 
,,  .      I          development  organizations  and  unite  them  in  common  purpose; 

•  Involve  the  Region's  top  private  and  public  sector  leaders  and  economic 
development  practitioners; 

•  Generate  ideas  which  leverage  the  Southern  Tier's  assets  for  the  Region's 
benefit; 

•  Set    priorities    for   Region-wide    project    initiatives    and    assure    their 
implementation; 
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•  Lobby  and  obtain  access  to  state  and  federal  decision-makers  to  ensure 
their  continued  support  (and  funding)  of  tiie  Southern  Tier  and  its 
initiatives; 

•  Provide  constructive  criticism  of  existing  and  proposed  programs  and 
pohcies  promulgated  by  state  and  federal  government. 

The  Southern  Tier  already  has  an  organization  designed  to  fulfill  these  functions: 
the  Regional  Economic  Development  Council.  However,  it  needs  to  be  somewhat 
revamped  to  meet  its  full  potential.  Based  on  our  experience  and  our  research  in  the 
Southern  Tier,  we  suggest  that  the  Region: 

Strengthen  the  Regional  Economic  Development  Council 

The  Regional  Economic  Development  Council  can  become  the  nexus  for  a 
public-private  partnership  for  the  Southern  Tier  which  involves  representatives 
in  state,  county,  and  local  economic  development  entities,  elected  officials  and 
key  private  sector  leaders.  Accomplishing  this  transition  necessitates  a  gradual 
restructuring  of  the  Council's  membership.  The  membership  could  also  include 
(or  continue  to  include)  labor  union  officials,  top  representatives  of  the  Regions 
academic  institutions  and  major  non-profits,  locally-elected  state/federal 
representatives  (past  and  present),  and  even  individuals  from  outside  of  the 
region,  i.e.,  representatives  from  the  Lee  lacocca  Institute,  Ben  I>anklin 
Partnership,  etc. 

The  Regional  Economic  Development  Council  was  conceived  as  a  proactive 
partnership  between  the  public  and  private  sectors  geared  towards  identifying 
economic  development  strategies  of  regional  importance  and  improving  the 
delivery  of  economic  development  services.  Its  creation  postulated  a  lobbying 
role  and  an  opportunity  for  representatives  of  the  public  and  private  sector  to 
join  forces  for  regional  economic  development.  However,  the  Regional 
Economic  Development  Council  has  not  been  able  to  fulfill  all  aspects  of  its 
original  mission,  primarily  due  to  its  members"  time  constraints,  the  distances 
involved  and  the  organization's  lack  of  staff.  If  the  Regional  Economic 
Development  Council  can  return  to  its  original  mission  and  take  on  these 
important  functions,  the  Southern  Tier  will  benefit  immensely. 

The  NYSDED  Southern  Tier  Regional  Office  provides  staff  support  to  the 
REDC.  However,  REDC  needs  at  least  one  dedicated  staff  person  to  fulfill  its 
mission.  REDC  needs  a  top-flight  economic  development  professional  to  serve 
as  an  Executive  Director,  answerable  to  the  Council.   This  person  should  be  able 
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to  address  the  technical  and  competitiveness  issues  characterizing  the  21st 
century  economy  and  be  able  to  provide  leadership  to  the  Region  on 
contemporary  economic  development  matters. 


Create  a  Regional  Economic  Development  Corporation 

The  Southern  Tier  lacks  a  region-wide  organization  of  planning  and  economic 
development  professionals.  Efforts  in  the  Southern  Tier  over  the  years  to  create 
such  an  organization  never  came  to  fruition,  although  there  appears  to  be  some 
momentum  now  for  implementing  this  approach.  The  enabling  legal  work  has 
been  completed,  and  interest  in  the  idea  has  revived.  The  economic 
development  corporation  would  likely  be  comprised  of  the  nine  county  industrial 
development  agencies,  the  New  York  State  Gas  &  Electric  Company,  and  the 
larger  Local  Development  Corporations  in  addition  to  the  Rural  Development 
Agency  and  the  two  Regional  Planning  Boards  which  serve  the  Southern  Tier. 


Organize  to  Implement  This  Strategy 

Implementing  the  ideas  contained  in  this  report  represent  a  massive  effort.  We 
recommend  that  the  Southern  Tier's  public  and  private  sector  leaders  (including 
its  state  elected  officials)  convene  a  session  to  begin  planning  the 
implementation  process.  We  suggest  approaching  IBM  about  using  its  project 
planning  software  and  "Decision  Room"  to  help  organize  implementation.  Key 
to  implementing  this  strategy  will  be  the  identification  of  a  coordinating  agency 
or  body.  Candidates  include  the  NYSDED  Southern  Tier  Regional  Office  and 
the  Regional  Economic  Development  Council. 

Empowering  economic  development  at  the  regional  level  requires  that  additional 
funds  be  made  available  for  projects  with  regional  significance. 

Establish  a  Region-Wide  Revolving  Loan  Funds  for  the  Southern  Tier 

Unlike  most  of  the  other  NYSDED  Regions,  the  Southern  Tier  lacks  a  regional 
revolving  loan  fund  to  provide  financing  for  projects  of  regional  significance. 
This  fund  should  be  initially  capitalized  by  the  Small  Business  Administration, 
the  Economic  Development  Administration,  and  NYSDED  until  promised  new 
Clinton  Administration  programs  take  shape.  Initial  funding  Should  total  at  least 
$2  million.  Economic  development  practitioners  should  decide  with  which 
region-wide  entity  loan  approval  authority  should  rest.  In  other  NYSDED 
Regions  (e.g..  Finger  Lakes),  the  region-wide  revolving  loan  funds  are  managed 
by  Regional  Economic  Development  Corporations.    In  addition,  special-purpose 
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revolving  loan  funds  to  help  Minority  and  Women-Owned  Business  Enterprises 
or  dislocated  defense  workers  could  be  developed. 


Enlist  Banks  to  Provide  Access  to  Capital 

The  public  sector  can  work  with  private  sector  financial  institutions  to  address 
the  gaps  in  the  capital  markets  which  affect  small  enterprises.  These  programs 
enable  banks  to  make  funds  available  to  small  companies  through  risk-sharing. 


Helping  Companies  Increase  Their  Competitiveness 

In  addition  to  helping  individual  companies  devise  plans  for  the  future, 
government  can  take  steps  to  provide  guidance  and  incentive  to  companies  reluctant  to 
pursue  change  for  the  better. 

Help  Companies  Increase  Their  Competitiveness 

In  the  context  of  the  competitiveness-enhancing  strategies  outlined  in  the 
business  and  industry  section  on  subsequent  pages,  we  recommend  the 
following: 

•  The  NYSDED  Regional  office  coordinate  with  UnlPEG  staff  to  compile 
case  histories  of  companies  that  have  undergone  successful  transition  or 
effectively  leveraged  the  available  state  programs  to  achieve  specific 
objectives.  Examples  may  be  drawn  from  throughout  the  ten  regions  of 
New  York  and  should  be  properly  publicized. 

•  Consider  creating  a  private  industry  leadership  forum  at  the  Regional  or 
Sub-Regional  level  to:  teach  firms  how  to  identify  core  competencies  and 
conduct  internal  quality,  product  and  process  audits;  organize  a  network 
of  firms  who  can  function  as  role  models  on  increasing  competitiveness 
and  making  a  successful  transition  to  new  products  or  markets;  expand 
business  to  business  networking,  common  problem  solving,  local 
collaborations  on  projects/ideas,  and;  increase  local  procurement  through 
formal  and  informal  networking,  and  sharing  of  technical  knowledge, 
specialized  equipment,  and  production,  laboratory  and  office  space. 

•  Expand  lEP/ITES  Program  Participation  in  the  Southern  Tier. 
NYSDED's  Industrial  Effectiveness  Program  has  helped  over  400  New 
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York  companies  diagnose  their  competitiveness  problems  and  design  and 
implement  strategies  to  overcome  them.  ITES  agents  maricet  the 
program  and  private  sector  consultants  provide  the  advice  and  services. 
The  program  has  been  a  great  success  throughout  the  State,  with  the 
exception  of  the  Southern  Tier. 

UnlPEG  and  NYSDED  need  to  identify  and  overcome  barriers  to  the  use 
of  these  fine  programs  by  Southern  Tier  companies,  be  they  related  to 
inadequate  publicity,  poor  understanding  of  the  programs,  perceived 
bureaucratic  burdens,  or  other  impediments.  UnlPEG  should  establish 
goals  for  increased  participation  in  both  programs.  NOTE:  These 
programs  are  utilized  extensively  in  the  rest  of  the  State.  This  suggests 
that  the  problem  lies  with  the  marketing  effort  and,  perhaps,  the  delivery 
of  services,  but  not  with  the  programs  themselves.  In  Long  Island, 
LILCO  offers  reduced  rates  to  companies  which  participate  in  lEP. 
NYSEG  should  be  approached  by  NYSDED  and  UnlPEG  about  setting 
up  a  similar  arrangement  to  induce  Southern  Tier  Firms  to  use  lEP. 

Increase  Participation  in  NYS  Modernization  Programs.  Several 
NYSDED  programs  geared  towards  industrial  modernization  are  also 
underutilized  in  the  Southern  Tier,  including:  DED's  Empire  State 
Manufacturing  Service  (ESMS),  UDC's  Small  and  Medium  Business 
Assistance  Program  (SAMBA)  and  its  counterpart  for  larger  firms,  the 
Expansion,  Retention  and  Assistance  Program  (ERA).  These  programs 
may  merit  additional  funding. 


Obtain  Federal  Funds  to  Provide  Additional  Assistance  to  Defense 
Companies  in  Transition 

NYSDED  and  NYSSTF  should  take  the  lead  role  in  coordinating  the  State's  (on 
behalf  of  the  ten  Regions  as  appropriate)  efforts  to  obtain  assistance  through  the 
following  new  federal  programs:  Defense  Manufacturing  Extension  Program; 
Defense  Dual-Use  Extension  Assistance  Program,  the  Defense  Advanced 
Manufacturing  Technology  Partnerships,  the  Dual-Use  Critical  Technology 
Partnerships  and  the  Commercial-Military  Integration  Partnerships.  The 
Southern  Tier's  needs  are  quite  compatible  with  the  goals  of  these  federal 
programs.  However,  NYSDED  must  frame  its  applications  for  funding  in  a  way 
that  preserves  implementation  flexibility  to  maximize  program  impact. 
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Obtain  Dedicated  Federal  Funds  to  Support  the  Defense  Diversification 
Program 

NYSDED's  Defense  Diversification  Program  is  an  excellent  tool  for  helping 
companies  reduce  their  dependence  on  the  Department  of  Defense.  However, 
at  current  funding  levels,  demand  for  program  services  outstrips  DDP"s  ability 
to  provide  them.  We  recommend  that  NYSDED  apply  for  federal  funds  through 
either  the  Technology  Reinvestment  Program  or  the  Economic  Development 
Administration  to  support  this  critical  program  and  enable  it  to  help  more  firms 
in  the  Southern  Tier  and  other  regions  with  economies  seriously  affected  by 
defense  companies.  NOTE:  The  EDA  recently  approved  a  $4.6  million  award 
to  target  the  DDP  program  to  the  Long  Island  area's  defense  companies. 


Obtain  ARPA  Funds  to  Establish  a  Manufacturing  Outreach  Center 

UnlPEG  has  submitted  an  application  to  ARPA  for  $500,000  a  year  for  three 
years  to  support  the  creation  of  a  Manufacturing  Outreach  Center  (MOC). 
Under  the  MOC  auspices  a  range  of  services  will  be  provided  directly  to 
affected  firms  to  help  them  better  compete.  Although  the  MOC  would  serve  all 
firms,  the  application  emphasizes  the  needs  of  defense  firms. 


Investing  in  Human  Resources 

Economic  development  and  improved  corporate  competitiveness  depends  upon 
the  strategic  training  and  deployment  of  workers.  High  skilled  jobs  represent  the  return 
on  investment  in  human  resources.  Consequently,  human  resources  training  efforts 
must  respond  to  local  corporations'  needs  and  help  them  leverage  their  workers'  skills 
to  increase  competitiveness  and  capacity.  To  better  capitalize  upon  these  and  other 
education  and  training  resources  and  programs  available  within  the  Southern  Tier,  we 
recommend  the  following  actions  be  undertaken  jointly  by  economic  development 
organizations  and  educational  institutions: 

Obtain  Funding  for  the  Alliance  for  Workforce  Development 

Obtain   Additional    Funding  to  Expand   the  Capacity    of  the  Center   for 
Commercial  Competitiveness 
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Reenforce  the  SUNY-DED  Partnership 

Designate  a  "One-Stop"  Agency  for  Workforce  Training  Information  and 
Referrals 


Diversifying  the  Economy 

The  goal  of  diversifying  the  Southern  Tier  Region's  economy  implies  several 
simultaneous  objectives: 

•  Enabling  the  Region's  companies  to  become  more  competitive,  thereby 
increasing  their  market  share; 

•  Identifying  new  products  and  markets  for  existing  industries  within  the 
Region,  including  those  dependent  on  defense  spending; 

•  Increasing  the  synergy  among  the  Region's  companies  and  other  assets, 
e.g.,  natural,  man-made  and  institutional  resources; 

•  Providing  new  job  opportunities  for  displaced  workers  employed  by 
industries  in  the  Region  on  the  decline,  including  those  dependent  on 
defense  spending,  and  assisting  them  in  entrepreneurial  endeavors; 

•  Facilitating  the  creation  and  growth  of  young  companies  in  new 
emerging  industries  (usually  resulting  from  technology  advances)  so  they 
can  create  jobs; 

•  Reaping  and  keeping  the  spin-off  benefits  that  accrue  to  the  Region  from 
both  traditional  basic  sector  industries  and  non-traditional  sectors  that 
import  dollars  into  the  community,  such  as  tourism. 

Economic  diversification  requires  deliberate  action  by  both  the  public  and  private 
sectors  acting  individually  and  in  a  coordinated  strategic  fashion.  Although  public 
sector  actions  can  facilitate  diversification,  ultimate  success  depends  upon  the  actions 
of  the  private  sector. 

External  and  internal  forces  threaten  the  Southern  Tier's  manufacturing  base,  as 
has  been  discussed  in  detail.  Moreover,  although  the  Southern  Tier  is  known  for  its 
multi-national    corporations,    most    of   its    manufacturers    are    small    and    mid-sized 
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enterprises.  Though  small  firms  can  be  more  nimble  than  many  large  companies,  their 
modest  size  and  scant  resources  prevent  them  from  learning  about  changes  in  markets 
and  technologies  quickly  and/or  acting  upon  their  knowledge.  Unfortunately,  if  small 
start-up  companies  cannot  stay  current  —  in  technology,  equipment,  production 
processes,  and  human  resources  training  —  they  may  collapse  after  an  initial  success, 
just  when  they  should  be  starting  to  realize  their  promise  and  begin  to  create  jobs. 
Consequently,  it  is  imperative  that  economic  development  practitioners  direct  additional 
efforts  towards  small  and  mid-sized  companies,  not  large  ones. 

For  firms  of  all  sizes,  economic  development  practitioners  can  help  by 
identifying  synergistic  opportunities  among  existing  companies  and  institutions. 
Synergistic  opportunities  benefit  all  participants,  the  sum  of  the  efforts  becomes  greater 
than  the  value  of  the  parts.  The  formation  of  inter  and  intra-industry  networks,  the 
creation  of  new  supplier  relationships  and  the  organization  of  consortia  and  other  joint 
ventures  all  represent  synergistic  opportunities  which  can  be  facilitated  by  economic 
development  programs  and  practitioners. 

Diversification  efforts  need  not  stop  with  the  manufacturing  sector.  Expanding 
opportunities  in  any  sector  which  increases  the  range  of  economic  activity  in  the 
Southern  Tier  can  be  considered  diversification  even  though  multiplier  impacts  may  be 
lower  than  those  achieved  through  additional  manufacturing.  Diversification  techniques 
can  be  adapted  for  the  services,  trade,  and  retail  sectors,  as  well  as  those  dependent  on 
natural  resources,  such  as  agriculture,  forest  products  and  tourism.  The  strategies  below 
identify  steps  Southern  Tier  private  and  public  sector  leaders  can  take  to  advance  the 
diversification  of  the  Region's  economy. 
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Facilitate  the  Formation  of  Networks  and  Consortia^ 

The  public  sector  cannot  force  the  private  sector  to  form  networks  and  consortia: 
it  can  only  encourage  them.  Private  industry  must  take  the  lead  to  identify  and 
follow  through  on  opportunities  for  collaboration,  make  the  investment  before 
reaping  the  rewards.  The  notion  of  profiting  through  cooperation  is  enjoying 
increasing  acceptance  by  American  businesses  as  they  struggle  to  compete. 

The  following  elements  are  required: 

•  comprehensive  data  base  describing  firms"  core  competencies; 

•  system  for  disseminating  information  on  technology  developments  (e.g., 
that  available  through  the  network  of  federal  laboratories  and  NIST); 

•  technologically  astute  brokers  who  identify  existing  industrial  clusters 
and  associated  inter-  and  intra-industry  opportunities  (products  and 
markets)  for  productive  collaborations.  Brokers  may  later  provide 
interim  or  permanent  management  services  on  behalf  of  all  network 
members. 

•  model  agreements  addressing  such  issues  as  intellectual  property 
protection  for  participating  firms  to  refine  and  base  their  negotiations 
upon; 

•  access  to  technical  and  other  assistance  available  as  an  incentive. 

Within  the  Southern  Tier,  key  players  in  the  ceramics  and  electronics  packaging 
industries  are  already  working  in  concert  through  the  Ceramics  Corridor, 
Integrated  Electronics  Engineering  Center,  and  the  Industry-Cornell  University 
Alliance  for  Electronics  Packaging,  respectively.  The  Region  is  home  to  several 
other  industry  clusters  which  could  profit  from  forming  consortia,  including: 


The  terms  "network"  and  "consortium"  have  become  almost  synonymous 
and  are  used  interchangeably  in  this  text.  There  are  two  types:  those 
consisting  of  firms  engaged  in  the  same  industry  and  those  consisting  of 
firms  in  different  industries  which  collaborate  in  order  to  capitalize  on 
applications  or  opportunities  which  require  more  than  one  area  of 
expertise. 
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Simulators 

Computer  peripherals 

Laser  technology 

Imaging  technology 

Biotechnology 

Rail  transportation 

Primary  and  Secondary  Wood  Products 

Opportunities  for  productive  collaborations  between  Southern  Tier  industries 
abound  and  include: 

Computer  software  and  hardware/peripherals  manufacturers 
Ceramics  and  electronics  packaging  industries 
Rail  transportation  and  simulators 
Ceramics  and  engines/transportation 
Electronics  and  rail  transportation 
Environmental  monitoring  and  electronics 
Medical  technology  and  simulators 
Imaging  technology  and  computer  hardware,  simulators 
Optical  components  manufacturing  and  precision  laser  machining 
Bio-technology    and    agriculture,    pharmaceuticals    and    environmental 
sciences 
•  Lasers,  computers  and  forest  products 

UnlPEG  is  the  logical  agency  to  provide  the  technical  assistance  the  private 
sector  requires  in  order  to  promote  network  and  consortium  formations,  due  to 
its  regional  scope,  relationships  with  higher  education  institutions,  private  sector 
board,  technological  orientation  and  diffusion  mission,  role  as  technology 
information  brokers,  and  direct  linkage  with  the  NYSSTF.  However,  it  is 
absolutely  essential  that  this  effort  be  closely  coordinated  with  the  NYSDED 
Southern  Tier  Regional  Office. 


Nurture  Intra-Southern  Tier  Commerce 

At  present,  many  Southern  Tier  firms  purchase  goods  and  services  from  outside 
of  the  Region  which  are  available  from  within.  Sometimes  these  procurements 
signify  long  relationships  with  outside  suppliers  but,  in  other  cases,  they  stem 
from  ignorance  about  the  breadth  of  goods  and  services  available  closer  to 
home.  The  Southern  Tier's  economic  development  practitioners  need  to 
encourage  local  procurement  at  the  regional  level.    The  NYSDED's  Southern 
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Tier  Regional  office  should  assemble  and  disseminate  guides  which  profile  local 
companies"  core  competencies  and  describes  the  goods  they  supply  or  purchase. 
This  format  enables  both  potential  suppliers  and  customers  to  contact  each  other. 
The  most  efficient  way  to  implement  this  strategy  involves  establishing  a 
computerized  data  base  with  logical  and  extensive  cross-indexing.  Users  should 
be  able  to  access  the  system  via  modem.  Preferably  it  should  ultimately  be 
integrated  with  parallel  systems  developed  by  other  NYSDED  regional  offices 
to  foster  intra-New  York  commerce. 


Conduct  a  Market  Assessment  on  Alternative  Commodities  and  Food 
Processing  Technologies  Recommended  by  Cornell 

As  part  of  this  study,  Cornell  University  prepared  a  report  suggesting  an  array 
of  new  agricultural  products  and  food  processing  approaches.  However,  a  better 
understanding  of  the  current  status  of  these  industries  is  required. 


Facilitate  Food  Processors'  Diversification  Efforts 

Farmers  and  food  processors  investing  in  new  crops  or  product  technology 
should  be  given  technical  and  financial  assistance  through  the  available 
programs  and  resources,  e.g.,  the  agricultural  extension  service  and  the  Pro- 
Dairy  and  (proposed)  Pro-Fruit  and  Pro-Vegetable  Programs. 


Initiate  Strategic  Wood  Products  Planning  on  a  Region-Wide  Basis 

NYSDED  has  supported  special  efforts  to  create  and  implement  regional  wood 
products  development  strategies.  The  Southern  Tier  Regional  DED  Office,  in 
association  with  NYSDEC  region  foresters,  should  undertake  a  similar  strategic 
approach  for  the  Southern  Tier.  The  two  agencies  should  create  a  Regional 
Forest  Products  Development  and  Response  Team  as  has  been  successful  in  the 
North  Country.  A  joint  effort  between  the  Southern  Tier  Regional  Office  and 
the  three  NYSDEC  foresters  whose  service  areas  include  Southern  Tier  counties 
will  help  reduce  the  fragmentation  of  forest  and  economic  development  service 
delivery  presently  experienced  by  the  Region's  wood  products  firms. 


Encourage  Formation  of  Southern  Tier  Wood  Products  Alliance 

Several  wood  products  associations  already  operate  within  New  York  State. 
Encouraging   local  wood  products  companies  to  form  a  similar  alliance  (or, 
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better,  a  network)  could  foster  cooperative  ventures  and  sales  between  primary 
and  secondary  products  manufacturers,  overcome  the  inherent  limitations 
experienced  by  the  Southern  Tier's  small  firms,  provide  a  forum  for 
disseminating  information  from  such  sources  as  the  USD  A  Forest  Service's 
Forest  Products  Laboratory  and  the  Appalachian  Export  Center  for  Hardwoods 
(APEX),  create  an  advocacy  body,  and  be  an  efficient  way  to  help  members 
learn  about  advanced  manufacturing  technologies  and  best  practices.  While 
plans  to  form  the  Forestry  Alliance  of  the  Southern  Tier  (FAST)  have  been 
bandied  about  and  ,  this  project  has  yet  to  get  underway.  Funds  to  help  form 
public-private  partnerships  are  available  through  the  U.S.  Forest  Service. 


Attempt  to  Fill  in  Gaps  in  the  Value-Added  Chain 

The  Southern  Tier's  wood  products  industry  is  not  vertically  integrated.  The 
Cornell  Extension  Service  forest  resources  experts  who  prepared  a  report  on  the 
Southern  Tier's  wood  products  industry  as  an  in-kind  contribution  to  this  report 
identified  two  key  opportunities:  veneer  mill  and  fiberboard  plant.  Proactive 
efforts  to  attract  these  investments  (and  other  secondary  wood  products 
manufacturers)  should  be  undertaken  by  the  Regional  Development  and 
Response  Team. 

The  matrix  which  appears  on  the  following  three  pages  shows  the  economic 

development  organizations  which  logically  should  assume  a  primary  or  supporting  role 

during  the  implementation  of  these  and  other  strategies  detailed  in  Section  VI. 
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II.  Priority  Strategies  to  be  Implemented  by  Business  and  Industry 

The  competitiveness  dilemma  America  now  faces  evolved  over  two  decades  of 
negligence  on  the  part  of  the  nation's  corporate  leaders;  the  cure  for  the  problems  will 
not  be  administered  quickly  or  painlessly.  Responsibility  for  meeting  the  challenges 
posed  by  global  competition  must  rest  with  the  leaders  of  corporate  America. 
Nonetheless,  state  and  federal  government  can  help  by  developing  and  implementing 
policies  and  programs  that  facilitate  corporate  America's  ability  to  address  specific 
competitiveness  issues. 

Industry's  response  to  competitive  issues  in  the  Southern  Tier  has  varied  from 
aggressive  and  successful  to  passive  and  ineffectual.  The  Region's  larger,  multi- 
national firms  —  those  with  established  identity  and  resources  —  have  initiated  actions 
ranging  from  down-sizing  and  restructuring  to  forming  new  alliances,  developing  new 
products  and  markets  and  identifying  other  strategic  means  to  become  and  remain 
competitive.  Notable  examples  of  Southern  Tier  corporation  which  successfully 
engineered  fundamental  cultural  changes  in  order  to  attain  and  maintain  compyetitiveness 
include  GE-Aerospace,  Coming  and  Dresser-Rand.  On  the  other  hand,  most  of  the 
Region's  small  and  mid-sized  companies  —  both  those  representing  "traditional"  sectors 
(industries  sensitive  to  the  forces  of  structural  change),  and  those  engaged  in  the  defense 
and  high-technology  sectors  —  have  been  slow  to  comprehend  the  competitiveness  issues 
that  threaten  their  futures  or  to  initiate  essential  changes  to  increase  the  viability  of  their 
operations.  Entrepreneurs  and  managers  of  small  and  mid-size  companies  are  too  pre- 
occupied with  day-to-day  survival  to  even  find  the  time  to  think  about  the  future.  They 
frequently  do  not  know  what  to  do  or  where  to  begin.  Company  leaders  are  often 
unfamiliar  with  practices,  products,  markets,  and  nuances  of  industries  outside  of  their 
own  area  of  expertise. 
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Attaining  and  Maintaining  Competitiveness 

Elements  of  Corporate  Response  to  Competitiveness 

The  strategic  response  components  outlined  below  apply  equally  well  to 
companies  heavily  dependent  on  single  customer  or  market,  e.g.,  DOD. 
Companies  that  wish  to  maintain  or  enhance  their  competitive  position  in  the 
global  marketplace  must  commit  to  the  following  courses  of  action; 

•  Institute  a  long  range,  comprehensive  corporate  strategic  planning  process 
and  develop  a  short  and  a  long  term  vision  for  the  company  reflecting  its 
essential  strengths  and  weaknesses; 

•  Identify  corporate  core  competencies  that  honestly  provide  the  company 
with  an  edge  over  other  key  competitors  in  a  given  function  — 
manufacturing  process,  marketing,  product  design,  new  technology,  etc. 
—  as  part  of  the  strategic  planning  process; 

•  Instill  corporate  leadership  commitment  to  make  a  change  for  a  better 
future  and  follow  though  on  that  commitment  no  matter  what; 

•  Invest  in  product,  process  and  business  technologies  as  appropriate  to 
stay  abreast  of  the  competition; 

•  Identify  and  follow  "Best  Practice"  examples  that  are  relevant  to  the 
corporate  business  and  will  help  maintain  its  competitiveness; 

•  Dedicate  a  team  of  key  core  professionals  to  new  market/product 
research  and  to  identifying  new  market  niches,  including  foreign  markets; 

•  Implement  total  quality  management  practices; 

•  Educate,  support  and  nurture  suppliers  and  sub-contractors  to  adopt  and 
implement  total  quality  management  and  best  practices  principals; 

•  Invest  in  employee  training  and  education  and  involve  employees  in  the 
decision-making  process  instead  of  following  a  traditional  "top  down" 
management  approach; 

•  Link  R&D  activities  with  business  intelligence  gathering  functions;  and 
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Be  prepared  to  form  appropriate  alliances/marriages,  joint  ventures  and 
partnerships  in  order  to  leverage  core  competencies  and  to 
maintain/enhance  competitiveness. 


Expanding  the  Tourism  Industry 

Tourism  represents  an  important  non-high-technoiogy  sector  in  the  Southern  Tier 
which  would  benefit  from  a  coordinated  approach  by  members  of  the  industry. 
Organize  for  Tourism  Development 

The  existing  tourism  industry  (attractions,  service  businesses,  public/private 
promotion  organizations,  and  relevant  associations,  e.g.,  hoteliers)  need  to 
organize  for  tourism  development  and  promotion  across  county  lines  and 
improve  coordination  with  the  NYSDED  Vacationlands  regions.  Organizing  for 
tourism  development  means  coordinating: 

•  Events,  conventions  and  festivals 

•  Promotion,  e.g.,  marketing  materials,  FAM  Tours,  car/bus  tours,  etc; 

•  Service  provision,  e.g.,  getting  fully  booked  hotels  to  obtain  reservations 
for  walk-in  customers  elsewhere; 

•  Roles  and  responsibilities,  including  leveraging  the  Vacationland  tourism 
development  organizations  on  behalf  of  the  Southern  Tier; 

•  Data  collection  efforts  and  information; 

•  Revenue  collection  and  spending; 

Like  industry,  the  Southern  Tiers  tourism  community  needs  to  take  time  to 
identify  "core  competencies:"  the  strengths  which  distinguish  the  Region  as  a 
visitor  destination.  The  same  approach  should  be  used  to  assess  the  Region's 
weaknesses  honestly  and  critically  so  that  remediation  measures  may  be  taken. 


Identify  Additional  Attraction  Development  Opportunities 

The  Eastern  and  Western  Sub-Regions  feature  a  more  substantial  attraction  base 
than  does  the  Central  Sub-Region.  If  the  area's  tourism  businesses  successfully 
form  an  alliance,  the  group  can  identify  potential  opportunities  for  expanding  the 
attraction  base  (which  may  need  to  be  accompanied  by  additional  service 
capacity). 

The  matrix  which  follows  outlines  additional  strategies  and  responsibilities. 
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III.       Priority  Strategies  to  be  Implemented  by  Units  of  Government 

For  the  Southern  Tier  Region  to  function  as  a  region,  the  major  government 
entities  must  all  be  able  to  base  their  actions  (and  responses  to  outside  initiatives)  on 
a  solid  planning  foundation,  or  else  the  benefits  of  growth  will  tend  to  accrue  to  the 
better  prepared  jurisdictions.  Consequently,  we  recommend  that  local  units  of 
government: 

Prepare  Long-Range  Vision  Plans 

The  nine  counties  and  the  major  Southern  Tier  cities  should  initiate  long  range 
strategic  vision  plans  encompassing  the  full  range  of  physical,  social, 
environmental  and  economic  planning  issues.  Funding  for  these  efforts  should 
come  from  the  localities,  supplemented  by  ARC  and  EDA  funds  as  become 
available.  These  plans  can  eventually  be  coordinated  at  the  Sub-Regional  level 
through  the  Regional  Economic  Development  Council. 


Create  Special  Purpose  Commission  to  Address  Watershed  Issues  on  a 
Regional  Basis 

New  York  City  obtains  its  residential  drinking  water  from  reservoirs  located  in 
a  large  region  in  eastern  New  York  which  includes  Delaware  County  and  other 
Southern  Tier  Eastern  Sub-Region  communities.  New  regulations  governing 
development  near  the  reservoirs  will  grossly  constrain  these  communities  ability 
to  grow  and,  hence,  their  economic  futures.  The  watershed  region  communities 
are  approaching  the  issue  in  concert. 

The  region  of  impact  faces  enormous  community  and  economic  development 
challenges  which  must  be  addressed  in  a  cohesive  fashion.  One  option  involves 
the  formation  of  a  special  purpose  commission  for  the  region  of  impact.  A 
model  for  this  approach  which  may  be  of  interest  to  the  Watershed  communities 
is  the  Tug  Hill  Commission,  based  in  Watertown  and  formed  to  address 
planning  and  economic  development  issues  in  a  multi-county  area  in  upstate 
New  York. 

The  watershed  region  requires  immediate  strategic  economic  development 
attention  to  identify  ways  to  mitigate  the  impact  of  the  new  regulations  and 
potential  growth  and  diversification  options  for  the  affected  communities.  This 
study  should  be  funded  in  large  part  by  New  York  City,  as  its  gain  is  the 
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watershed  region's  pain.  Other  agencies  which  should  be  tapped  include  the 
NYSUDC,  the  Environmental  Protection  Agency,  and  state  and  federal  rural 
development  programs,  e.g.,  the  Rural  Development  Administration.  This  study 
will  probably  require  a  total  of  $250,000-$300,000. 


Improve  Local  and  Regional  Infrastructure 

During  the  course  of  this  study,  the  consultant  team  heard  numerous  opinions 
and  suggestions  regarding  the  nature  of  infrastructure  requirements  most  needed 
within  the  Southern  Tier's  nine  counties.  Specific  recommendations  are 
contained  in  Section  VI  and  in  each  of  the  County  reports.  However,  obtaining 
an  Economic  Development  Zone  designation  in  Broome  County  should  receive 
special  priority  attention. 


Working  Together  for  Economic  Development 

Throughout  the  report  we  recommend  approaching  economic  development  from 
a  regional  perspective  that  more  accurately  reflects  how  positive  and  negative  economic 
impacts  are  distributed.  Regional  economic  development  initiatives  require  regional 
funding  sources. 

Consider  Pooling  Resources 

If  the  Southern  Tier's  elected  officials  and  citizens  choose  to  divert  existing 
revenue  sources  to  economic  development,  there  are  many  options: 

•  Sequester  one-fourth  cent  of  all  sales  tax  receipts; 

•  Sequester  a  portion  of  utility  user  taxes; 

•  Direct  a  portion  of  the  Transient  Occupancy  Revenues  to  the  regional 
tourism  promotion  efforts; 

•  Devote    airport    landing    fees    and/or    rental    car   taxes    to   economic 
development; 

•  Contract  with  labor  unions  for  a  percentage  of  dues 
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•  Devote  a  portion  of  business  license  fees  to  economic  development. 

These  ideas  do  not  involve  new  taxes;  they  are  regionally  based  and  seek  and 
require  the  participation  of  all  key  parties. 

The    matrix    on    the     following    page    outlines    additional     strategies     and 

responsibilities;  consult  Section  VI  for  additional  details. 
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IV.       Priority  Strategies  to  be  Implemented  by  Educational  Institutions 

The  colleges  and  universities  located  in  the  Southern  Tier  distinguish  the  Region 
from  many  competing  areas  and  comprise  a  significant  local  asset.  Higher  education 
institutions  can  play  many  productive  economic  development  roles  and  have  done  so 
to  some  extent  in  the  Southern  Tier  and  elsewhere  in  the  country.  To  enable  the 
Southern  Tier's  colleges  and  universities  to  become  catalysts  for  economic 
development,  we  recommend  that  the  institutions  and  appropriate  government  agencies: 

Establish  Southern  Tier  Regional  Association  of  Colleges  and  Universities 

To  facilitate  inter-institutional  cooperation  and  joint  ventures,  especially  those 
related  to  economic  development,  the  Southern  Tier's  colleges  and  universities 
(plus  Alfred  University  and  SUN Y-Alfred)  should  form  an  association  of  higher 
education  institution  presidents  and  meet  on  a  regular  basis.  The  purpose  of  the 
association  would  be  to  identify  ways  to  reinforce  each  others'  strengths  and 
leverage  each  others'  resources  for  the  full  range  of  economic  development 
activities  colleges  and  universities  may  undertake  (e.g.,  technology  transfer, 
basic  and  applied  research,  fostering  spin-off  companies,  etc.),  and  otherwise 
devise  mutually  beneficial  arrangements  (e.g.,  shared  programs)  and  increase 
their  leadership  profile  in  the  Southern  Tier. 

Form  More  University-Industry  Partnerships 

Exploring  ways  to  form  additional  mutually  beneficial  arrangements  between 
higher  education  institutions  and  Southern  Tier  companies  is  key  to  the  Region's 
economic  development.  The  colleges  and  universities  should  take  a  pro-active 
role  in  creating  alliances  with  local  firms,  including  originating  proposals, 
working  with  UnlPEG  and  NYSDED  to  identify  candidate  companies  and 
industries  and  coordinating  with  other  institutions  through  the  Association 
described  above. 

Become  Information  Brokers 

Many  corporations,  especially  small-  and  mid-sized  companies,  lack  the  research 
skills  and  the  time  to  gain  access  to  the  free  and  low-cost  technology 
information  sources  available  through  the  federal  government.  Since  this 
information    can   also    advance    education    institutions'    research    efforts    and 


60 


144 


supplement  library  holdings,  it  makes  sense  for  colleges  and  universities  to  stay 
abreast  of  the  data  sources  and  acquire  it  for  the  use  of  students,  faculty,  staff 
and  area  businesses.  We  recommend  that  the  Southern  Tier  colleges  and 
universities  and  UnlPEG  take  the  following  steps: 

Identify  information  sources  useful  to  Southern  Tier  industries 
and  collegiate  research  objectives; 

Coordinate  information  acquisition  and  dissemination 


The  following  page  represents  the  matrix  of  strategies  and  responsibilities 
earmarked  for  educational  institutions.  We  note  that  many  of  the  strategies  require 
educational  institutions  to  work  closely  with  other  entities,  particularly  economic 
development  organizations.  Additional  details  may  be  found  in  Section  VI  of  the  full 
report. 
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CONCLUSION 

With  the  completion  of  this  economic  adjustment  strategy,  the  real  work  begins 
for  the  Southern  Tier.  Implementing  these  strategies  will  not  be  easy.  They  require 
persistence,  work  and  a  degree  of  faith  in  economic  development" s  ability  to  improve 
the  quality  of  life  for  the  Region  by  stimulating  investment,  creating  jobs  and  ultimately 
generating  wealth  and  increasing  prosperity.  We  feel  confident  that  the  talent  these 
strategies  require  to  implement  is  available  in  the  Southern  Tier  and  look  forward  to 
watching  the  Region  thrive. 
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^^TjjjiJrtl'  '  "'^'^  '  "I'lily  "lliLt  Huildnit!  •  56  Main  Slrccl  -Owcgd.  NY  13X27 

^'OGW'    '  (f.()7)fiX7  lll(K)»l:i«(M)7lf.l<7  f,IW 


July  6,  1994 

The  llonorHbIc  Paul  K.  Kanjorski,  Chairman 
SubcommiUee  on  Kconomic  Growth  and  Credit  Kormation 
109  Ford  House  UfTice  Building 
Washington,  l).C.  20515-6054 

Dear  Congressmen  Kanjorski  and  Subcommittee  Members: 

I  am  pleased  to  testify  and  hereby  submit  this  written  statement  for  the  hearing  on  Joh 
Development  and  the  Economic  Future  of  the  Southern  Tier  at  Binghamton  New  York  on 
Friday,  July  8,  1994. 

Recently  I  received  the  results  of  a  1994,  Legislative  Questionnaire  from  Congressman 
Hinchey.  Over  10,000  persons  responded  to  the  questionnaire.   I  was  particularly  interested 
in  the  iobs  and  Economy  section.  Only  SSVo  answered  "yes"  they  are  optimistic  about  our 
economic  future.  A  strong  74%  answered  "yes",  they  agree  with  the  Government's 
Technology  Commercialization  approach.  Nearly  half  thought  the  Federal  Government 
should  increase  access  to  international  markets  and  convert  defense  spending  to 
industrial/educational  spending.  These  are  very  thought  provoking  issues,  many  of  which  are 
addressed  in  my  testimony  which  follows: 

One  year  ago  an  international  economic  consulting  firm.  Economic  Research 
Associates,  delivered  their  report  on  an  EDA  funded  fifteen  month  study  concluding 
Tioga  County,  N.Y.  and  surrounding  counties  are  eligible  for  Title  IX  funding  due  to 
"Sudden  and  Severe  Economic  Dislocation".  To  date,  thirteen  months  later,  not  one 
dollar  has  been  made  available  to  assist  our  economically  depressed  area  which  is 
suffering  primarily  from  DOD  cutbacks. 

The  present  economic  delivery  system  is  broken  and  needs  a  major  overhaul.  Since 
industry  creates  jobs,  we  in  government  at  the  county,  state,  and  federal  levels  need  to 
understand  industry's  problems  and  assist  them  in  competitiveness  issues.    A  quick 
response  economic  development  delivery  system  is  badly  needed.    High  risk  front-end 
financial  assistance  is  also  needed  for  small  start-up  businesses. 

A  new  paradigm  for  economic  development  is  essential,  where  industry  takes  the  lead 
role  and  forms  partnerships  with  government  and  universities  to  regain  global 
competitiveness  in  commercial  markets.    Incentives  should  be  provided  to  businesses 
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by  government  to  optimize  industries  agility,  core  competency  development, 
productivity,  quality,  modernization,  and  workforce  utilization,  (i.e.,  training  and 
managing  change).  Incentives  should  be  provided  to  universities  to  develop  in-plant 
industry  competitiveness  academic  programs  focusing  particularly  on  manufacturing 
processes  and  product  development  cycles.  This  emphasis  is  needed  since  technology 
development  is  very  costly  to  industry,  it  changes  rapidly,  and  is  easily  duplicated  by 
foreign  competitors.  Therefore,  assistance  is  needed  to  help  U.S.  industries  embed 
technology  into  products  much  more  quickly  to  meet,  and  even  drive  changing 
demands. 

Anti-trust  legislation  also  needs  to  be  modified  to  reflect  global  competitiveness  of  the 
2ist  century.  Existing  legislation  restricts  competitiveness  of  U.S.  industry  by  limiting 
joint  venture  opportunities.  The  Pacific  Rim  and  EEC  countries  provide  product 
development  subsidies  that  make  it  extremely  difficult  for  US  companies  to  compete  on 
a  level  playing  field.  U.S.  financial  institutions  need  to  compete  with  foreign  banks 
through  equity  relationships  with  businesses.  Enhancements  to  the  Federal 
Community  Reinvestment  Act  (CRA)  is  needed  to  improve  the  quality  of  life  of 
communities  by  providing  independently  managed  revolving  fund  pools  to  help  high 
risk  entrepreneurs  in  start-up  ventures. 

Educational  institutions,  business,  and  labor  groups  need  to  prepare  our  workforce 
beginning  with  team  building  in  kindergarten,  on  through  college,  and  into  the 
workplace  in  self-directed  work  team  development.  Churches,  community  groups,  and 
labor  organizations  need  to  focus  on  family  unit  counseling  for  dual  working  and  single 
working  parents,  and  for  certified  child  care  services.  Cooperative  Extension  should 
also  assist  economic  development  with  emphasis  on  transfering  education  from 
university  classrooms  into  small  and  medium  businesses  as  they  have  done  effectively 
in  agriculture. 


In  summary  our  country  needs  a  clear  industrial  policy;  at  best  today  it's  laissez  faire. 
We  all  need  to  work  together  to  make  us  economically  secure.  Our  country  is  the 
greatest  and  I  am  confident  government,  industry,  and  education  is  up  to  the  task 
before  us.  Thank  you. 


Sincerely, 


Glenn  W.  Carter,  Director 
Economic  Development  and  Planning 
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MANUFACTURING  EXTENSION  PARTNERSHIP 
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UNIVERSITY/INDUSTRY/PUBLIC 
PARTNERSHIP  FOR  ECONOMIC  GROWTH 

(UnlPEG) 
1310  NORTH  STREET.  ENDICOTT,  NY  13760 


E.  KAY  ADAMS 
EXECUTIVE  DIRECTOR 


JULY  8.  1994 
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SUMMARY 

UnlPEG,  the  University/Industry/Public  Partnership  for  Economic  Growth,  is  a  private  non- 
profit industrial  technology  organization  in  the  Souihern  Tier.  In  this  activity,  UnlPEG 
serves  as  the  regional  coordinating  organization  for  the  New  York  State  Science  and 
Technology  Foundation  (NYSSTF)  which  has  state-wide  responsibility  for  the  deployment 
of  the  New  York  Manufacturing  Extension  Partnership  program  (NYMEP). 

The  Southern  Tier  region  of  New  York  is  characterized  by  a  concentration  of  89%  small  and 
medium-sized  firms,  in  addition,  has  the  unique  distinction  of  having  major  facilities  of  large 
corporations  including:  IBM,  Loral,  Corning,  Proctor  &  Gamble,  DovAtron,  Universal 
Instruments  Corporation,  Toshiba  Display  Devices  Inc.,  Martin  Marietta,  and  Philips,  among 
many  others. 

As  part  of  the  NYMEP,  UnlPEG  will  provide  a  broad  range  of  technical  and  business 
solutions  resulting  in  long  term  tangible  benefits  to  small  manufacturing  customers.  The 
specific  goals  are  to  improve  the  financial  results  of  our  customers,  have  above  average 
customer  satisfaction  with  a  long  range  objective  of  delighted  customers,  and  to  have  in- 
depth  work  activities  with  a  minimum  of  thirty  customers  in  the  first  year. 

PROFILE  or  THE  REGION 

The  region's  economy  struggles  as  evidenced  by  persistent  layoffs,  voluntary  separations, 
plant  closings  and  businesses  that  have  been  purchased  and  relocated  out  of  New  York  State. 
These  events  are  characterized  by  the  slow  downsizing  of  IBM,  Martin  Marietta,  CAE  Link, 
and  Proctor  &  Gamble:  the  sale  of  Wilson  Instruments  and  Endicott  Johnson's  rubber  boot 
facilities  and  the  closings  of  Ebonex.  Ozalid  and  AAI  Microfiite.  The  near  term  outlook 
appears  no  better  as  additional  workers  will  be  faced  with  layoffs  and  displacements. 

The  downsizing  of  the  defense  companies  in  the  .Southern  Tier  continues  to  throw  a  dark 
shadow  on  the  local  economy.  As  the  nation's  economy  is  beginning  to  stabilize,  we  in  this 
region,  continue  to  see  our  employment  base  erode.  Among  the  nine  (9)  counties,  Broome 
County  remains  the  hardest  hit  in  terms  of  total  unemployment.  The  concentration  of 
companies  is  in  Broome,  Chemung,  and  Tompkins  counties,  however,  the  six  counties  of 
Chenango,  Delaware,  Otsego.  Schuyler.  Steuben  and  Tioga  will  also  provide  excellent 
customer  potential. 

Factory  jobs  continue  to  be  the  hardest  hit,  battered  by  corporate  restructuring,  the  shrinking 
defense  industry,  and  the  national  recession.  Roughly  one  in  five  high-paying  manufacturing 
Jobs  disappeared  since  September  1988.  Over  the  same  period,  the  region  lost  13,900 
manufacturing  jobs:  a  decrease  of  over  17%. 
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Profile  ot"  the  Region  cont'd. 

Our  target  population  ot"  896  manufacturing  companies  contains  122  defense  dependent 
companies,  the  second  largest  group  of  defense  dependent  manufacturing  companies  in  NYS. 
They  employ  23,772  .workers  and  generate  over  S26B  in  revenue  and  will  be  the  first  group 
of  companies  that  we  will  select  to  target  with  our  services.  The  second  group  of 
companies,  both  defense  dependent  and  non-defense  dependent,  will  be  companies  that  use 
the  technologies  critical  to  our  region,  i.e.,  electronic  components,  advanced  materials, 
software,  pharmaceutical,  biotechnology,  simulation,  printing,  wood  products  and 
transportation. 

The  following  regional  resources  are  potentially  available  to  the  ITES/MOC  programs  to 
assist  in  meeting  the  productivity  and  technical  needs  of  manufacturing  firms. 

Alfred  University  -  The  two-year  old  incubation  facilities  at  Alfred  University  and  Painted 
Post  are  being  used  to  promote  the  development  of  technology  from  research  and  transfer 
this  information  to  other  industries  within  the  Southern  Tier.  Other  resources  available  are 
the  Center  for  Advanced  Technology  in  Glass  and  the  College  of  Ceramics  and  the  Industry- 
University  Center  for  Glass  Research  Program  ,  all  at  Alfred  University. 

Cornell  University  -  Cornell  University  has  a  far  reaching  multi-million  dollar  program  of 
research  for  a  wide  variety  of  areas.  The  Center  for  Manufacturing  Excellence,  the  Theory 
Center,  the  Nanofabricalion,  the  College  of  Engineering  and  Cornell's  Center  for  Advanced 
Technology  in  Biotechnology  in  Agriculture  which  s|)ecializes  in  assisting  small  and  medium 
sized  companies  with  special  problems  related  to  plants,  animals  and  cell  production  are  only 
a  few  examples.  Other  resources  available  to  help  industry  include  food  science,  textiles  and 
apparel,  the  Johnson  School  Graduate  Maiuigemeiu.  The  School  of  Industry  and  Labor 
Relations,  and  The  Waste  Management  Institute. 

Binghamton  University  -  Binghamion  has  been  successful  in  establishing  the  Integrated 
Electronics  Engineering  Center  which  has  as  one  of  its  objectives  to  transfer  developed 
technology  to  small  and  inediuin-sized  firms  and  the  Center  for  Advanced  Technology  in 
Electronic  Packaging.  Other  resources  available  include  the  Watson  School  of  Engineering, 
the  School  of  Management,  and  the  E.\teriuil  Management  Programs  Office. 

The  above  universities  provide  active  support  to  the  Southern  Tier  through  faculty  consulting 
and  student  projects  for  client  firnis  in  all  areas  of  needs  including  technology  transfer, 
productivity  improvements,  total  quality  and  business  management  projects. 

In  addition  to  the  aforementioned  universities,  the  following  area  colleges  provide  educational 
and  training  assistance  as  well  as  other  expertise  in  various  areas: 

■  Broome  Community  College  ■  SUNY-College  of  Tech.  at  Delhi 

■  Corning  Community  College  ■  Tompkins-Cortland  Comm.  College 

■  SUNY-Oneonta  ■  .Morrisville  College.  Norwich  Branch 
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Profile  of"  the  Region  cont'd. 

The  regional  agencies  that  will  panicipate  and  enhance  the  ITES/MOC  services  are  listed 
below.  The  relationships  are  positive  and  called  on  as  required  by  the  customer  needs.  As 
an  example,  the  NYS  DED  and  UnlPEG  have  a  monthly  joint  staff  meeting  to  review 
activities  and  build  relationships  for  iinproving  customer  service. 

■  NYS  Department  of  Economic  Development 

■  NYS  Department  of  Labor 

■  Small  and  Medium-sized  Business  Assistance  Program  (SAMBA) 

■  US  Small  Business  Administration  offices  include: 

•Small  Business  Development  Centers  (SBDC)  at  Binghamton  University 

and  Coming  Community  College 

•Service  Corps  of  Retired  Executives  (SCORE) 

■  Southern  Tier  World  Commerce  Association  (STWCA) 

■  Private  Industry  Councils  (PIC)  .;.•.-  . 

■  Chambers  of  Commerce 

■  Industrial  Development  Agencies  (IDA) 

■  Executive  Service  Corps,  of  Otsego  -  Delaware  Counties  (ESCOD) 

Close  ties  are  also  maintained  to  our  local  professional  societies  such  as: 

■  Southern  Tier  Council  of  Technical  Societies  (STCTS) 

■  Society  of  Manufacturing  Engineers  (SME) 

■  American  Production  &  Inventory  Control  Society  (APICS) 

■  American  Society  for  Quality  Control  (ASQC) 

.STRATEGIES 

The  development  of  the  strategies  for  the  ITES  and  MOC  programs  is  based  on  external 
inputs  accomplished  from  an  Industrial  Technology  Needs  Assessment,  client  input  gathered 
during  one-on-one  visits  and  feedback  from  ITES,  TDO,  other  state  agencies  such  as  the 
New  York  State  Regional  Department  of  Economic  Development,  and  executive  staff 
experience. 

The  results  of  the  inputs  highlight  the  following  major  areas  of  need: 

■  New  markets  for  existing  products 

■  Need  to  improve  profitability 

■  New  products  for  existing  technology 

■  Quality  management  system 

■  Strategic  planning 

These  needs  are  one  of  the  key  inputs  for  staff  and  consultant  selection,  partnership 
development  and  the  ITES/MOC  ser\ice  strategy. 
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Strategies  con't. 

The  service  delivery  strategy  for  the  ITES  staff  will  mirror  the  past  activities  plus  the 
additional  responsibility  of  being  the  customer  focal  point  for  the  MOC  services  being 
provided.   The  specific  activities  will  be: 

■  Marketing  efforts  will  be  undertaken  which  result  in  contact  or  visits  with  new 
manufacturing  clients  during  the  1994-95  contract  year.  The  ITES  staff  will  continue 
to  respond  to  requests  from  ail  manufacturmg  firms  for  information  and  assistance, 
and  to  develop  an  expanded  client  base.  v 

■  Technical  and  management  consulting  assistance  will  continue  to  be  provided  to  all 
ITES  company  clients  by  the  ITES  staff  as  appropriate.  All  other  needed  resources 
will  continue  to  be  identified  and  located  by  ITES  staff  Including  all  State 
programs,  these  resources  may  include  educational  institutions,  the  NYMEP,  MOC, 
local  economic  developers,  private  consultants,  federal  programs  and  laboratories, 
etc. 

■  Joint  visits  with  DED  personnel  to  all  appropriate  companies  will  continue,  as  well 
as  continued  promotion  of  the  lEP  program. 

The  primary  objectives  of  the  ITES  staff  are  to  effectively  deliver  productivity-improvement 
services  to  manufacturers,  and  to  efficiently  utilize  existing  resources  and  programs  such  as 
the  lEP,  MOC.  and  NYMEP. 

The  service  delivery  strategy  for  the  MOC  will  build  on  the  activities  of  the  ITES  staff  and 
will  offer  the  consistency  of  focus  and  an  efficient  method  of  delivering  the  various  services 
required  to  meet  customers'  needs. 

The  strategy  is  designed  to  be  flexible  and  customer  driven.  It  follows  the  outline  in  our 
original  proposal  for  an  MOC.  These  services  have  been  grouped  into  four  major  areas: 
ANALYZE.  DEVELOP.  COMl'ETE.  and  GROW.  We  believe  that  by  focusing  on 
continued  improvement  through  these  four  segments,  the  companies  results  will  prove  how 
MOC  services  benefit  their  whole  company. 

A  full  description  of  each  of  these  programs  is  being  developed  and  will  be  communicated 
by  the  UnlPEG  office  as  it  becomes  available. 
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THIS  IS  AN  INVITATION  TO 
PARTICIPATE  IN  MEP  ! 


FOR  ALL  INTERESTED 
MANUFACTURER'S 


UnlPEG  is  soliciting  industry  input  and  participation 
in  their  new  Manufacturing  Extension  Partnership 
Program.    You  are  invited  to  participate  by  returning 
this  "Needs  Questionnaire"  to  UnlPEG.    This 
invitation  is  for  all  companies  in  the  UnlPEG  nine 
county  region.   All  companies  responding  to  this 
"Regional  Industry  Needs  Questionnaire"  will  be 
included  in  our  summary  report  but  individual 
company  information  will  not  be  distributed.    Please 
take  a  short  ten  minutes  to  fill  out  the  questionnaire 
and  return  it  to  UnlPEG  at  1310  North  Street, 
Endicott,  NY  13760.    If  you  have  any  questions 
please  call  E.  K.  Adams  at  (607)  748-9214.    Thanks 
in  advance  for  all  of  your  help  in  building  an  MEP 
program  that  will  address  true  industry  needs. 
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UNIPEG  HAS  RECENTLY  BEEN  AWARDED  A  MULTI-YEAR  GRANT  TO 
ESTABLISH  A  MANUFACTURING  EXTENSION  PARTNERSHIP  (MEP) 
PROGRAM  TO  ASSIST  SOUTHERN  TIER  INDUSTRIES  BECOME  MORE 
COMPETITIVE  THROUGH  USE  OF  "BEST  PRACTICES"  AND  EFFECTIVE 
INDUSTRY  TECHNIQUES. 


The  MEP  will  be  an  extension  of  current  UnlPEG  activities  and  will  make  use 
of  existing,  well  established,  management  and  financial  controls.  UnlPEG  will 
house,  support  and  facilitate  MEP  services  at  its  two  existing  offices  and  will  add 
additional  staff  expertise.  The  grant  will  allow  expansion  of  staff  and  related 
support  capabilities  to  creatively  address  the  manufacturing  improvement  needs 
of  our  area.  UnlPEG's  past  experience  with  Southern  Tier  companies  will 
provide  a  foundation  of  information  on  which  to  base  the  development  of  our 
MEP  services  for  industrial  improvement  and  growth. 

The  MEP  will  address  these  needs  through  a  set  of  "Best  Practice"  services  aimed 
at  advising  and  implementing  improvements  with  target  clients.  It  is  the  intention 
of  this  MEP  to  build  and  strengthen  the  services  desired  by  the  regional  target 
companies  by  making  service  adjustments  as  required  to  reach  a  balance  for 
industry.  We  believe  that  by  focusing  on  continual  improvement  through  these 
four  segments,  the  participating  company  results  will  prove  how  MEP  services 
provide  benefit. 

Previous  surveys  of  Southern  Tier  industry  needs  suggest  services  be  provided  in 
the  following  major  lines: 

•  Analysis  •    Development 

•  Competitiveness  •    Growth  &  Expansion 

This  attached  Regional  Industry  Needs  Questionnaire  is  the  first  step  in  gathering 
appropriate  industry  information  to  assist  in  the  development  of  additional  service 
lines.  To  be  part  of  this  development,  please  take  a  few  minutes  to  fill  out  the 
attached  questionnaire.   Thank  you  in  advance  for  your  assistance. 


Manufacturing  Extension  Partnership-January  10,  1994 
25:mepexov 
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UnlPEG 
REGIONAL  INDUSTRY  NEEDS  QUESTIONNAIRE 

COMPANY  NAME:. PERSON  RESPONDING: 


ADDRESS:^ PHONE  * FAX*:. 


1.  BACKGROUND 

The  following  questions  request  background  information  on  your  compiany.   Please  record  your  responses  in  the 

space  provided. 

')■  -   '  ' 

1.1a  Number  of  employees:  1.1b     Number  of  locations: 

Less  than  50  200-500  Domestic 

50-99  more  than  500  International 

100-199 

1.2    What  are  the  primary  products  produced  by  your  company? 


1.3  What  percent  of  revenues  are  from: 

Product  Sales 

Services 

TOTAL 

1.4  What  percent  of  sales  were  attributed  to: 

Department  of  Defense 

Other  Federal  Government  Agencies 

Non-Federal  Government  Agencies 

Commercial  clients  

TOTAL  I2Q%  1S(1%  \m% 

1.5  Ownership  status: 

1 .5a        Is  your  company  a  subsidiary  or  division  of  another  company?     Yes No 


im 

1993 

1?95 

% 

% 

% 

% 

% 

% 

% 

% 

% 

im 

1993 

1995 

% 

% 

% 

% 

% 

% 

% 

% 

% 

% 

% 

% 

1.5b        If  Yes,  parent  company  name: 


Location:   State Countv 

1.6  Does  your  firm  have  a  written  strategic  plan?  Yes No 

1.7  Does  your  company  have  a  functioning  Total  Quality  Management  operating 
philosophy?  Yes      No 
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1.8    Where  do  you  see  the  company  fives  years  from  now?       Revenue  increase 

Revenue  decrease 

(In  words:   I  would  be  proud  of  my  company  in  five  years  if  we  accomplished....) 


2.   MARKET 

The  following  questions  focus  on  the  markets  you  serve. 

2.1     How  do  you  market  your  products?  _   -  - 

Sales  calls  Telemarketing 

Advertising  Media 

Other 


2.2    Is  competition  in  your  current  markets  primarily  based  on: 

Price  (i.e.,  commodity  product)   Delivery/time  Quality 

Other 


2.3    What  do  you  believe  are  the  most  important  strengths  of  your  company? 


2.4  What  are  the  three  most  important  changes  your  company  will  have  to  make  in  order  to  be  successful 
in  the  future? 

1) __— . 

2) 

3) . 

2.5  If  a  prospective  customer  asked  for  a  one-sentence  explanation  of  why  he/she  should  buy  from  you 
rather  than  your  competitor,  what  would  you  say? 


3.   PEOPLE 

The  following  questions  ask  for  information  concerning  company  employees  and  employee  development 
programs. 

3.1     What  is  the  average  years  of  service  with  your  company  for  your  employees  in  the  following  categories 

Senior  management  Staff  support  personnel 

Middle  management,  supervisors      Operations  personnel 


81-702  0-94-6 

I 
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3.2  What  employee  turnover  have  you  experienced  in  the  last  year  (1993)  ton 

%  Turnover  %  Turnover 

Senior  management  Staff  support  personnel 

Middle  management,  supervisors  Operations  personnel 

3.3  What  were  your  training  and  education  expenditures  as  a  percent  of  sales 
in  1993?  % 

3.4  What  measures  do  you  employ  for  career  development  on  the  job?  (Check  all  that  apply.) 

Rotating  assignments  Independent  projects  Task  team 

Formal  career  development  plans 

Other  (Please  describe): 


3.5     What  formal  education  programs  do  you  employ?  (Check  all  that  apply.) 

Remedial  programs  for  reading,  math,  etc. 

Tuition  reimbursement  for  university  courses 

External  seminars,  association  seminars  (Please  describe  below) 

Internally  developed  training  programs  (Please  describe  below) 

Custom-developed  programs  (Please  describe  below) 

Other 


4.    FINANCIAL  SITUATION 

4.1     Please  provide  the  following  financial  information 

1992  mi  1994(est.) 

Total  Sales  Dollars  $ $ $ 

Profitability  %  of  Sales  %  %  % 

Inventory  turns*  

'Formula:   cost  of  goods  sold  -i-  annualized  inventory 

5.   OPERATIONAL 

We  would  like  to  ask  you  a  few  questions  about  some  operational  characteristics  of  your  business. 

S.la  Which  of  the  following  statements  best  describes  the  variety  and  volume  of  your  production  activities? 

Low  variety,  low  volume  production      Low-variety,  low  volume  production 

High-variety,  low  volume  production      High-variety,  high  volume  production 

5.1b  Which  of  the  following  statements  best  describes  your  types  of  business? 

Manufacturer  of  materials,  components  or  subassemblies  sold  to  other  manufacturers  for  inclusion 

in  their  products 

Manufacturer  of  a  final  product  under  contract  to  another  firm 

Manufacturer  of  a  final  product  based  on  own  design 

Purchase  basic  product  from  other  manufacturers  for  further  enhancement  prior  to  resale 
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5JZ     Which  factors  are  most  important  to  your  ability  to  compete? 

Please  rank  the  following  factors  from  most  important  "1"  to  least  important  "10".    Each  factor  sboul 
be  ranked  with  a  unique  number,  i.e.,  the  most  important  factor  should  be  given  a  "1",  the  second 
most  important  factor  a  "2",  the  third  most  important  a  "3"  and  so  on. 

Rank  Rank 

Price  Conformance  (lack  of  defects)  

Delivery  Durability  

Product  performance  Aesthetics  

Product  features  Perceived  quality  

Reliability  (failure  rates)  Service  

5.3    Have  your  customers  taken  any  of  the  following  actions? 

Yes No  Reduced  the  number  of  suppliers 

Yes No  Replaced  short-term  purchase  orders  with  your  firm  with  long-term  contracts 

Yes No  Provided  advance  planning  information  to  your  firm 

Yes No  Established  electronic  data  interchange  (EDI)  links  to  your  firm 

Yes No  Required  your  firm  to  deliver  products  on  a  just-in-time  (JIT)  basis 

Yes No  Involved  your  firm  in  product  design  efforts 

Yes No  Required  your  firm  to  implement  TQM  or  other  formal  quality  programs 

Yes  _  No  Required  your  firm  to  be  ISO  9000  certified 

Yes No  Provided  training  and/or  technical  assistance  to  your  firm 

Yes No  Provided  financial  assistance  to  your  firm 

Yes No  Licensed  proprietary  technology  to  your  firm 

5.4a  Does  your  company  make  use  of  computers  in  manufacturing  processes?        Yes   No 

5.4b  Has  your  company  considered  making  greater  use  of  computers?  Yes  No 

5.4c  Are  you  using  or  are  you  planning  to  use  any  of  the  following  technologies? 

Computer-Aided  Design  (CAD)  Programmable  Logic  Controllers  (PLCs) 

Computer-Aided  Engineering  (CAE)  Electronic  Data  Interchange  (EDI) 

Computer-  Aided  Manufacturing  (CAM)  Robotics 

Computer  Numerical  Control  (CNC)  Bar  Coding 

Manufacturing  Resource  Planning  (MRPII) 

Other.    Please  identify  these: 


5.5    What  kinds  of  barriers  may  have  prevented  your  nrm  from  using  more  advanced  machinery? 
Please  prioritize  the  following  in  terms  of  impact  (1  -  greatest  barrier). 

workload  projections  financial  barriers 

information  barriers  retraining  barriers 

other  


a:Vregin<lu2.moc 
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CHAIRMAN  ON  SUB  COMMIHEE  ON  ECONOMIC  DEVELOPMENT 

TESTIMONY  ON  THE  BROOME  COUNTY  ECONOMY 


SUBMITTED  BY  DR.  MORRIS  BUDIN 

PROFESSOR  OF  URBAN  PLANNING,  EMERITUS 

BINGHAMTON  UNIVERSITY 

BINGHAMTON,  NEW  YORK  13902 
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The  Broome  County  Economy:  Problems  and  Suggested  Solutions 

By:  Dr.  Morris  Budin 

Professor  of  Urban  Planning,  Emeritus 

Binghamton  University 

Binghamton,  New  York  13902 

I.  Demographic  and  Economic  Conditions 

(a)  Population  of  Broome  County  has  been  declining  since  1970,  a  pattern  that 
is  expected  to  continue  due  to  the  out-migration  of  younger  and  middle  aged  job 
seekers  and  the  high  percentage  of  elderly  persons.  Binghamton  has  experienced 
the  most  serious  declines;  slower  rates  are  present  in  Johnson  City,  Endicott,  and 
Vestal.  Areas  outside  of  the  urbanized  centers  have  generally  grown. 

(b)  Employment  trends  were  positive  from  1975  to  1988,  but  declined  rapidly 
thereafter.  The  dominant  "Manufacturing"  sector  suffered  the  most  serious  collapse 
since  1988  due  to  layoffs  of  large  numbers  of  managers  and  lower  levels  of  employees. 
The  only  employment  growing  sectors  since  1975  are  "Retailing",  "Health",  "Social 
Services",  "Education",  and  "State  Government".  Very  slow  growth  has  occurred 

in  "Construction"  and  "Wholesaling". 

(c)  Housing  conditions  are  closely  related  to  poverty  levels.  Recent  estimates 
indicate  that  about  12  to  15  (Refer  to  Appendix  A)  percent  of  units  in  the  county 
require  replacement  now,  or  over  the  coming  decade.  A  large  proportion  would  require 
some  forms  of  subsidies.  (Estimate  is  9,000  to  12,000). 

(d)  The  commercial  sector  is  going  through  a  revolution  as  more  large  malls 
have  developed  in  Vestal  and  the  Town  of  Union.  The  downtowns  of  Binghamton, 
Johnson  City  and  Endicott  have  been  decimated;  many  traditional  "mom  and  pop"  stores 
spread  through  the  area  have  been  driven  out,  and  recently  the  commercial  strips  and 
older  malls  have  experienced  widespread  failure. 

(e)  The  end  results  of  the  economic  deterioration  are  blighted  neighborhoods, 
empty  factory  structures,  polluted  lots  and  increased  crime. 


162 


II.  What  will  the  future  be  like  unless  major  actions  are  taken? 

There  is  no  evidence  that  the  Broome  County  area   will  experience  a  significant 
recovery  unless  the  communities,  the  state,  and  the  Federal  Government  act.  There 
is  no  evidence  that  the  "Manufacturing"  sector  can  recover  its  employment  levels. 
The  pattern  of  declining  employment  in  most  industries,  even  when  outputs  are 
expanding  is  strong  and  persistent  for  the  past  three  decades.  Rapid  expansion 
of  labor  saving  capital  equipment;  new  developments  in  management  organization; 
growth  of  (Refer  to  Appendix  B)  competition  in  traditional  and,  now  new  "high  tech" 
products  made  abroad  in  less  developed  countries  where  costs  are  lower;  the  relocation 
of  firms  from  the  United  States  to  other  lower  cost  areas;  and  the  fostering  of  new 
industries  by  foreign  governments  are  some  of  the  reasons  for  declining  employment  in 
manufacturing  in  our  country.  Broome  County  feels  the  pressures  on  the  computer  and 
communications  industries,  its  major  manufacturing  employers. 

Finally,  I  believe  it  is  important  to  indicate  that  our  unemployment  conditions 
are  far  worse  than  the  data  released  by  our  governments  on  unemployment  rates. 
Methodologies  used  to  derive  estimates  of  these  rates  have  been  seriously  flawed 
for  years  and  are  further  flawed  by  the  massive  down-sizing  in  recent  years.  The 
offers  of  payments  for  early  retirements  distort  estimates  the  size  of  the  labor 
force  as  well  as  the  number  of  unemployed.  An  analysis  in  Appendix  B  indicates 
the  problems  in  these  estimates. 

III.  What  policies  should  be  adopted  for  the  County? 

The  summary  of  suggestions  provided  are  based  on  the  specific  needs  and 
resource  capabilities  of  the  region.  (Refer  to  Appendix  C) 

Let  us  analyze  the  details  of  the  occupation  opportunities  and  the  policy 
impl ications. 

The  government  sector  will  provide  the  lion's  share  of  new  job  opportunities. 

The  strength  will  be  in  the  social  services  and  its  sub-sectors  that  include  hospitals, 

medical  services,  geriatrics,  nursing  homes,  and  other  human  services.  Nearly  half 
of  the  occupations  in  this  sector  is  expected  to  experience  very  rapid  growth 
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another  37.8  percent  will  probably  have  slower  growth.  No  other  sector  or  sub-sector 
is  expected  to  grow  as  rapidly. 

However,  this  growth  will  depend  upon  federal  legislation  and  adequate  financing. 
The  demand  will  be  there,  enhanced  by  an  aging  population  and  by  opening  the  services 
to  more  middle  and  lower  income  families  who  could  not  afford  it  without  government 
insurance.  '  ' 

Education  is  expected  to  be  the  second  most  important  growth  sub-sector.  Again 
the  demand  will  be  present,  but  the  supply  will  depend  on  government  expenditures. 
Over  three  quarters  of  the  occupations  will  expand  rapidly  or  somewhat  if  financial 
resources  are  made  available. 

The  region  needs  a  broad  array  of  new  educational  programs  if  it  is  to  expand 
into  new  field  to  replace  more  traditional  employment  opportunities.  A  number  of 
educational  programs  are  identified  in  Appendix  C. 

Housing  for  moderate  and  low  income  families  is  essential.  The  need  for  new 
structures  and  for  rehabilitation  are  evident;  the  Southern  Tier  also  has  its  home- 
less and  hungry  families  who  need  shelter. 

A  project  to  make  it  possible  for  moderate  low  income  families  ($12,000-$18,000 
per  year)  to  own  their  homes  is  being  studied  at  this  time.   The  program  would 
probably  reqire  a  few,  relatively  small  subsidies:  '  ' 

(1)  The  city  might  provide  vacant  lots  at  nominal  prices; 

(2)  The  Federal  might  cover  the  costs  of  clearing  and  preparing  the  lots; 

(3)  The  city  might  arrange  for  tax  abatements  that  decline  over  time; 

(4)  The  state  provide  a  fixed  subsidy  for  construction; 

(5)  Banks  might  provide  a  sliding  scale  of  mortgage  rates  that  start  low  but 
move  up  to  market  rate  levels  over  time. 

Other  projects  that  would  generate  many  jobs  are  in  flood  controls,  relocation 
of  homes  in  the  flood  plains,  waste  control  and  disposition,  reforestation,  and 
public  buildings.  The  list  is  long  and  nearly  all  items  require  government  funding. 
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The  sum  total  of  changes  is  an  evolution  of  the  Southern  Tier  from  a  manufac- 
turing center  dominated  by  electronics,  computers  and  simulators  to  a  center  for 
education,  health  services  and  special  programs  for  the  aged.   If  funds  are  made 
available,  the  "construction"  group  could  be  revived  by  major  housing  programs. 

Clearly,  policy  must  be  directed  toward  increasing  employment  of  health    ;  :  !■ 
professionals,  educators,  environment  managers,  and  specialists  in  waste  manage- 
ment. ..  ,:■  :        ,,  - 

Finally,  I  would  like  to  comment  on  the  "workfare"  issue  that  is  critical  ...  --..  ' 
for  all  ages.  ■,,.  ■  .  -:  .  ■  o'.  ■  '  .-  ■•,''-  •'-■-' 
GENERAL  RECOMMENDATIONS:  -  -, 

1.  We  must  get  rid  of  the  invidious  term  "workfare."  Unemployment  is  unemployment, 
so  the  program  must  be  termed  a  "re-employment  program"  for  all  persons. 

2.  We  must  stop  thinking  about  unemployment  as  being  short-term,  seasonal  or 
cyclical  and  long-term  secular.  Our  job  solutions  must  be  designed  to  cope  with 
unemployment  that  is  structural.  i-_ 

3.  We  must  accept  the  fact  that  solutions  are  not  cheap,  simple,  or  immediate. 

4.  Our  search  for  solutions  must  focus  on  what  must  be  done  to  increase  the  number 
of  productive  jobs,  not  just  "make  work"  jobs. 

5.  The  program  must  emphasize  productivity  not  punishment  . 
SPECIFIC  RECOMMENDATIONS 

1.  Where  possible,  training  programs  must  be  linked  to  job  opportunities  that  are 
available. 

2.  Jobs  must  be  significant  and  permanent,  with  opportunities  for  advancement.  At 
the  same  time,  the  rules  for  hiring,  promotion  or  dismissal  must  be  the  same  as  those 
in  the  public  or  private  sectors. 

3.  Job  opportunities  must  be  expanded  in  the  private  sector  as  well  as  the  public. 
The  public  sector  provides  opportunities  to  meet  social  needs  often  neglected  or 
postponed.  Many  of  these  projects  can  provide  long-term  employment  opportunities. 

All  of  the  projects  below  are  examples  of  activities  that  would  strengthen  our  nation: 
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Housing-subsidized  and  special  types  for  handicapped  (include  renovation  and 
new  units). 

Environment  protection-flood  control,  land  pollution  controls,  air  and  water 
purification. 

Waste  collection  and  disposition-hazardous  and  non-hazardous  ,  solid  and 
recyclable. 

Urban  development,  including  recreation  facilities. 
Construction-schools,  clinics,  roads,  bridges,  viaducts. 

Services-education,  medicine,  police,  care  of  the  elderly. 

4.  Wages  and  supplements  for  particular  jobs  must  be  equal  to  those  provided  in  the 
market. 

5.  On-the-job  apprenticeships  may  be  arranged  for  limited  periods;  a  share  of  wages 
for  these  may  be  subsidized  by  the  government.  Only  a  small  portion  of  a  firm's 
labor  force  may  be  apprentices.  Apprentices  must  not  be  used  to  replace  permanent 
employees. 

This  proposal  uses  the  structure  and  methods  of  the  free  market,  something 
former  work-fare  programs  did  not.  It  does  not  take  advantage  of  the  welfare 
applicant,  but  treats  all  unemployed  similarly.  It  also  increases  the  possibility 
of  stimulating  the  employee  to  be  more  responsible  on  the  job. 

The  role  for  the  government  is  also  in  the  American  tradition  by  providing 
opportunities  for  the  nation  to  solve  some  deleterious  problems  that  retard  our 
progress,  (see  Appendix  C) 
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The  Broome  County  Economy 

The  materials  provided  herein  on  the  economic  and  social  conditions  of  Broome 
County  are  provided  to  clarify  problems  in  the  Southern  Tier.  Understanding  the 
basic  trends  of  population,  employment,  industrial  production  and  social  conditions 
should  provide  us  an  opportunity  to  evaluate  proposals  offered  for  the  recovery  of 
the  area.  We  initiate  the  report  by  analyzing  the  demographics  of  the  county, 
(a)  Population  Trends  -  (Table  I) 

Population  data  on  Broome  County  and  its  major  municipalities  from  1900  to 
the  present  indicate  periods  of  growth  and  decline.  The  county  experienced  growth 
from  1930  (147,022)  to  1970  (221,815)  but  declined  thereafter  to  1990  (212,160). 
The  growth  period  would  have  been  slower,  and  the  decline  more  rapid  had  the  area 
not  enjoyed  sharp  increases  of  students  at  Binghamton  University  and  Broome  Commu- 
nity Col  lege. 

If  one  is  to  make  correct  forecasts  of  population  the  temporary  resident  students 
must  be  removed  from  the  totals.  Making  these  adjustments  and  projecting  birth  and 
death  rates,  and  migration  rates  1  conclude  that  by  the  year  2000  the  local  population 
will  decline  to  207,920  (2.0  percent  below  1990);  if  students  are  excluded  the  total 
would  be  195,000.  This  estimate  may  also  be  high  because  of  the  layoffs  at  IBM  and 
other  firm  might  increase  the  out-migration  that  will  increase  the  recent  rate  of 
net  out-migration. 

Binghamton's  population  reached  a  peak  of  80,000  in  1950,  but  then  declined 
sharply  to  53,000  (49,000  excluding  temporary  students)  by  1990.  Similar,  but 
slower  patterns  are  present  for  Johnson  City,  Endicott,  Vestal  and  the  Town  of  Union. 
Binghamton  will  continue  to  lose  its  role  as  the  central  place  of  the  county,  declining 
from  its  peak  in  1950  when  it  had  43.7  percent  of  the  county  population  to  an  expected 
proportion  of  23.5  percent  by  the  year  2000.  Vestal  and  the  Town  of  Union,  excluding 
its  two  villages  are  the  only  large  municipalities  that  increased  their  shares  in  the 
declining  county.  The  two  villages  lost  shares.   (Table  III). 
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The  age  distribution  of  the  county  plus  the  tendency  toward  moderate  out-migration 
of  retirees  that  is  now  augmented  by  out-migration  of  younger  families  whose  bread- 
winners have  lost  their  jobs.  As  indicated  in  Table  II  Binghamton  has  a  very  high 
concentration  of  persons  over  the  age  of  64,  many  seeking  to  leave  the  city  and  the 
area.  Estimates  have  been  made  that  in  the  1980's  out-migration  was  over  1500  per 
year;  The  rate  will  increase  as  our  economy  declines.  Migration  has  been  from  the 
urban  cities  to  the  less  urbanized  in  the  past,  it  goes  on  but  now  the  shift  is 
stronger  to  leave  the  county  completely.  (Table  III). 

Employment  Trends  (Table   '   V) 

Trends  of  employment  in  the  Binghamton  Metropolitan  Statistical  Area  indicate 
the  following: 

(1)  Total  employment  grew  from  1975  to  1988  then  declined  sharply  to  1993.  By 
1993  the  employment  level  was  back  to  the  1984  level. 

(2)  Manufacturing  is  the  dominant  sector,  providing  36  percent  of  all  jobs  in 
th  1970's  but  receding  to  only  27  percent  in  the  1990's. 

(3)  In  the  manufacturing  sector  the  "Fabricated  Metals  and  Machinery"  industries 
provided  about  70  percent  of  jobs  in  the  earlier  years,  but  has  declined  to  60  percent 
in  recent  years.  .   >'  , 

(4)  Non-manufacturing  has  provided  steadily  growing  employment  opportunities 
from  1975  to  1990.  The  growth  has  been  33  percent. 

(4a)  Retailing  has  had  a  strong  trend  as  new  retail  centers  in  malls  successfully 
challenged  the  establised  downtowns  in  urban  areas. 

(4b)  The  two  most  rapidly  growing  sectors  are  "Health"  and  "Social  Services" 
nearly  doubling  between  1975  and  1992. 

(4c)  Milder  growth  is  present  in  "Education"  and  "State  Government"  employment. 
"Local  Government"  employment  has  been  static. 

(4d)  Small  employment  gains  are  found  in  "Construction"  and  "Wholesaling",  but 
offset  by  declines  in  "Transportation." 
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Housing  Conditions  and  Poverty 

Poverty,  housing  conditions  and  the  age  distirbution  of  the  population  interact 
to  provide  the  bases  for  fundamental  policies  of  major  socio-economic  programs. 

Among  counties  with  large  non-agricultural  sectors  Broome  is  one  with  a  high 
percentage  of  elderly  persons.  About  15  percent  of  its  population  is  65  years  or  older; 
the  State  average  is  13.1  percent.  For  the  75  and  older  group  the  county  has  6.1 
percent  of  its  population;  the  State  has  5.6  percent. 

Over  6.5  percent  of  families  (3565  persons)  in  Broome  County  have  income  below 
the  poverty  level.   In  Tioga  County  1007  persons  (7.0  percent  of  families)  are  in  the 
same  low  income  group. 

The  1990  U.S.  Census  counts  87,969  housing  units  in  Broome  County  of  which 
32,725  (37.2%)  were  built  before  1939.  The  census  does  not  provide  information  of 
conditions  of  structures  so  these  can  only  be  counted  by  house-to-house  surveys.   In 
the  late  1970's  1  conducted  an  extensive  sample  survey  of  housing  conditions  in  Broome 
and  Tioga  counties.  The  results  indicated  that  about  15  percent  of  housing  units  were 
in  serious  disrepair  that  required  extensive  rehabilitation  or  replacement.  The  results 
were  in  line  with  studies  done  in  other  areas  by  other  analysts. 

Another  direct  survey  is  not  feasible  so  we  will  use  the  age  data  to  make  an 
estimate  of  housing  conditions.  The  15  percent  estimate  appears  reasonable  based 
on  the  32,725  units  built  before  1939.  The  lions  share  of  these  units  were  constructed 
between  1900  and  1939.  Based  on  evidence  available  one  can  expect  1.5  to  1.0  percent 
of  the  stock  of  housing  to  require  replacement  each  year.  This  rate  implies  that 
the  average  life  of  a  housing  unit  is  75  to  100  years.  Over  the  period  prior  to  1989 
many  housing  units  were  repaired,  but  there  are  probably  15  percent  of  the  current 
stock  that  is  in  poor  condition. 

Th3  estimated  10,000  to  13,000  housing  units  provide  a  potential  market  for 
rehabilitation  or  complete  replacement.  Given  the  demand  for  new  homes  plus  a 
replacement  of  the  portion  of  the  backlog  provides  a  multi-year  construction  program 
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that  could  go  on  for  years  to  come.   However,  this  program  needs  government  partici- 
pation to  assist  the  lower  income  families. 
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APPENDIX  B 


(1)  County  must  act  now  to  fight  economic  decline 

(2)  No  time  to  Waste 

(3)  Narrow  focus  won't  solve  region's  economic  woes 

(4)  Treat  basic  city  problems,  not  symptoms 

(5)  Economic  recovery  will  be  tricky 

(6)  Unemployment  statistic  form  a  bleak  picture 


176 


t- 


County  must  act  now 
to  fight  economic  decline 


(K.DI  I  OR'S  NO  IF:  In  Ihc  UfH  of  ii  l.ni- 
purC  ^orifs  that  cnnrlitdp*  nr\I  Sundny, 
Morris  BuHin,  profc^^or  cmcriliK  <if  iirhnn 
pinnnini!  and  cconomir^  nl  ninphninlnn 
I'nhcr^ity.  cxnminps  tlic  fcimoniir  proh- 
Irni^  nl  Ihe  Hroonip  ("orinly  rrftinn.  NctI 
nrrk's  ntlicif  fociKf*  on  prngitanK  In  inert 
llio  rrgion"!  iiccd^ ) 

By  MOnniS  8UDIN 

Spoclal  lo  thB  Ptpss  *  Sun  Dullelin 

Sotilhcrn  Tier  leaders  .iiid  rcsideiils  rnnit 
ael  now  lo  fight  llie  ecnnoiiiic  deeline  Dial 
iscnf.iiinngihr  nren 

This  is  lite  time  for  hnrd-he.ided  thinking 
and  concrete  proposals  to  icchice 
unemployment  and  lay  Ihc  roinidnlion  Tor 
loiiB-term  growth   II  is  the  lime  lo  throw 
out  old  ideas  thai  have  been  given  lip 
S<        e  for  years  but  have  not  pntdiKcd 
re^...ls  because  Ihcy  do  not  deal  wiih 
tealilies 

Fnongh  of  booslerisrn  and  oilier  eiiiply 
phrases.  We  need  proposals  lliat  will 
convince  Ihc  new  federal  administration 
and  the  stale  ariminislration  that  our 
concepts  for  redevelopment  Fit  the  current 
conditions;  that  our  program  proposals  are 
solid  and  our  budgets  and  opeialional 
plans  arc  lealislic  We  also  need  loalliact 
industry,  commercial  and  service  acli^ilics 
but  I  believe  these  will  be  hard  to  find 

%■  A  Proposal:  Southern  Tier 
Action  Council 

lo  start  the  process,  organize  a  meermg 
of  leaders  and  a  broad  speiiiiim  of  local 
inhabilanls  lo  create  the  Soulhcin  I  ier 
Action  Council,  which  would  develop 
net  ion  programs  that  can  be  lobbied  for  in 
Washington  and 
Albany  Our  former 
lobbyists  for 
military  conlracis 
have  lost  their  shine 
as  ihe  defense 
budget  is  shrinking. 


A  preparalory 
mr     ng  for  STAC 

sh       be  Argnnijcd  hy  poliliral  Icadcis  lo 
cslalilish  Ihc  initial  rfqiiiicmcnls  nf  llic 
general  STAC  meeling.  The  mceiing  slioiild 
include  stale,  federal  and  local  officials,  as 
well  as  local  leaders  in  education,  health, 
housing,  industry  and  commerce 


Oncpuipuscorthe  meeting  is  to 
atipiainl  participants  with  Ihe  objcrlives  of 
S I  AC  I  he  major  purpose,  however,  would 
be  lo  establish  working  eommillees  lo 
prepare  jiistific.ilion  and  specific  proieit 
reports  to  be  used  to  apply  for  assistance. 

II:  Effective  Policy  Making 

rrreclive  policy  making  musi  be  based 
upon  a  clear  umlcrslandingof  Ihe  teal 
condilions  of  the  nation  and  the  Soulhei  n 
1  icr  1  he  analysis  must  specify  Ihe 
proposed  projects,  and  Ihe  significance  of 
Ihe  projects  lo  Ihe  growth  necdsof  the  area 
as  well  as  the  nation  It  must  include 
allernative  sources  of  financing  and  miisl 
muster  Ibc  support  (if  political  ami  non- 
political  Icarlers  as  well  as  the  geiieial 
public,  so  the  pnipo'.al  must  clcarlv 
idenlify  gains  antl  losses. 

finally,  since  Ihe  outcomes  of  Ibe 
projiosals  will  occur  in  Ihe  future,  one  must 
estimate  their  chances  of  success  and 
failuie 

III:  Tfie  Nationnt  and 
International  Contexts 

The  economic  problems  of  Ihe  .Soiilhern 
1  icr  became  nunc  clearly  exposed  in  late 
199?,  bill  they  are  neither  sudden  or 
surprising  I  he  economic  and  siKial  trends 
have  been  building  for  decades,  hidden  by 
a  thin  veneer  of  an  unhealthy  prosperity 
based  on  mililaiv  produilion  and  niiblic 
Iinlicics  lli.it  neplecird  Ihe  csseiili.il  needs 
of  our  society 

Allhoiigb  the  ,Sotithern  Tier  expeiienced 
snccesses  in  some  developments  —  a 
strong  nniversil),  sirides  in  health  caie. 
expansion  of  some  social  services,  growth 
oflhearlsand 
belter  roads  —  the 
area  di<l  not  cope 
with,  or  even 
undersland,  a 
number  of  Ihe 
fundamenlal 
problems  of  out 
society. 
The  atca  is  not  unique  in  Ihis  regard. ' '    ' 
Our  n.ition,  as  well  as  most  highly 
developed  nations,  have  made  similar 
mistakes  We  arc  now  paying  for  them  with 
a  wnrhlwide  depression  We  h.ive  been 
trapped  by  old  ideas  that  do  nol  fil  Ihe 


We  have  been  trapped  by 
old  ideas  that  do  not  fit  the 
revolutionary  changes  of 
the  last  30  years. 


levolnlitiMary  i  liiiiiprs  of  llie  last  Ml\encs 

■  Irrliiiiiliipiral  rninrMt.  Mnnul,nctiiliil|i 
has  brncnilt-il  Ti'Mit  In  linrli'fiit  at 
niiiovnlioM  so  lapid  we  no  timBcr  nod 
nhoiit  AD  peiceiil  ol  iMir  labor  fouc  in  Ibis 
sector  to  produce  the  ipiantilies  of  gooils 
demanded  by  Ihe  p<'P«lalion,  |[iveu  Ihe 
income  dislnbiilion  ol  the  nation  (Note 
Ibe  qualification,  "given  llic  income 
distribution  "  total  demand  wontd 
increase  niaikcdly  if  \\c  adopted  policies  lo 
raise  the  incomes  of  Ihe  pooiesi  third  of  llie 
population  ) 

Tcclmotogii  at  progiess  in  agiiciillnre  has 
been  rapirl  in  all  developed  economies  and 
aslonishinily  high  in  many  developing 
countries  India  and  Cbinn  have  becrun^ 
fooit  espoiteis:  manv  other  Asian  and 
African  nations  llial  Iradilioiially  sufTeied 
food  shorlages  baie  reduced  Iheir  deficits, 
Allhoiigli  agiieuttiiial  products  still 
dominate  1 1  S  exports,  a  larger  share  is  • 
going  loeountiies  thai  lack  loreign 

exchange  In  pav  for  them 

Wchavcliccn  siiipriscil  by  llie  rapi-l 
pare  of  leaining  by  induslii,at  empbiyces  in 
less  developed,  low  wage  economies  Itieir 
piodiictiviij  lias  risen  quickly  Capital 
cquipmcnl  is  liigblv  mobile  in  manv  fields 
When  that  Icrhnologv  is  joined  with  Ihe 
iniproveil  labor  skills,  Ihe  underde\eh>prd 
economies  clialleuge  Ihe  adianced  ones  in 
inlernalionni  maikrts 

■  Mllilniy  I'nidiiclinn  Military  conllict 
and  Ihe  Cold  War  competition  have 
required  lieaiy  coueenlralion  of 
prodiielinn  and  lesean  h  in  these  imhislries 
to  the  disadvantage  of  other  essential 
pioduelion  1  liese  distort irms  are  evident 
in  higher  grow  Ih  rates  of  Japan  and 
Cermany.  two  economies  llial  have  nol 
been  peimilled  to  gel  into  the  military 
•  prorhiction  r,ace,  iiseompaieil  with  Ihe  It  S 
»n<l  other  Western  nations 

Nations  that  coinmil  Itiemselves  lo 
military  ventures  sell  their  fiilniei  lo  the 
devil.  Conversion  oflhis  production  lo 
peacetime  oiitplil  in  very  costly,  opposed 
by  producers  who  have  very  specialised 
capital  equipment,  and  resisted  liv 
managements  that  have  become 
comfortitlilc  in  the  highly  protected 
military  markets.  1  hey  are  threatened  by 
Ihe  more  ronipctitive  free  market 

■  rnpiilntinn  and  MIgrtllnn.  I  lie 
hhenpmcna!  redisitihulion  of  Ihe  rapidly 
growing  populations  from  itiral  aicas  to 
urban  centers  and  then  from  large  urban 
areas  lo  nearby  centers  has  been  universal 
This  h.as  concenlialed  poverty  and 
dissalisraclioft,  making  for  greater  social 
unslabilit).  Wide  reaching  media  make  Ihe 
disparities  between  rich  and  prwir  more 
visilile.  adding  lo  Ihe  piessiiies  for  change. 


.  .  M  .imiai  >Ci.  '  lie  lll-glccl  el  lllC 

social  sector?  (eg.  Ih       crnUon  of  schools, 
hospitals  and  other  nicdic.il  services, 
InsfitutionaliKdcarcortlie.iged.ind 
mentally  ill,  special  services  for  the 
handicapped,  programs  lo  inlrgr.nle 
minorilies  into  society,  the  arts  .ind 
museums,  fire  and  police  protection)  has 
been  a  serious  problem.  In  poor  economies 
much  of  the  neglect  is  unavoidable; 
however.  Tor  wealthy  economies  it  is 
immoral.  This  sector  provides  a  large 
source  of  employment  as  well  as  a  large 
potential  for  growth. 

The  range  and  quality  of  services  vary 
jrcatly  among  the  advanced  economics: 
Denmark,  Sweden,  Norway,  the 
Netherlands  and  Germany  are  among  the 


I  ;h>iv.is:  unfoiluM.nlrly.  the  United 
States  and  the  Union  (if.Soulli  Alii- 
ca  are  far  bcliiiul  A  ni.ijdr  rclhink- 
ing  of  (he  tas  stiiiiluic  is  cssciili;il 
to  raise  the  rcvcmu-s  rr(|uircd  for 
expanding  these  services  \Vc  must 
also  reconsider  whnl  lolcs  nie  to  be 
played  bv  the  free  ni.iiket  in  provid- 
ing soci.nl  services. 

■  Infrnstrnrlurc  Needs.  The  in- 
fiastructiires  of  most  nations  arc  in 
serious  disrepair.  Proof  exisls  in  re- 
ports of  the  minibcr  (if  hontclcss. 
the  poor  conditions  of  houses  in 
gliello  areas,  the  collansc  of  bridges, 
inadequate  gaihage  elimination  fa- 
cilities and  the  p(ior  conditions  of 
schools.  I'osiiilals  and  public  build- 
ings in  Ihc  Unilcd  .Slates  and  else- 
where. 

IV:  nealilies  In  the 
Southern  Tier 

■  rnpulnlinn:  I  lie  niiighanilon 
mclropolilan  area  had  n  total 
residential  population  of  2f"l.'197  in 
\9W.  apprt<Tiiiiately  80  percent  in 
Broome  County  aiui  20  percent  in 

1  ioga  ('"ounty.  I  he  population  will 
decline  in  Ihc  coming  decades  as  the 
out-migration  of  pcisonsagcs  20  lo 
50  continues,  reducing  Ihc  si/e  of 
the  child-bearing  gioiips. 

In  addition  the  area  is 
•xpericncing  out-migration  in  older 
igc  groups  tliat  is  not  being  offset 
•y  in-migration  by  younger  persons, 
ensus  (lata  obscures  the  decline 
lecause  they  include  the  thousands 
)r students  who  live  t>ciniaueully 
jutside  the  Tier.  I  hey  will  generally 
not  remain,  nor  laisc  families  in  the 
area. 

1  he  1  ier  is  being  stripped  of  the 
age  groups  that  are  most  piodiiclivc 
in  industry  and  other  cciuuunic 
activities.  Retirees  (including  those 
forced  into  early  reliicnieiil)are  a 
■•.rowing  proportion  of  the 


|M>pii!;ili(Mi  1 1"-  iiibaii  aiciis  ;iic 
siillrriii(>  pop  on  declines  In 
Hiooine  (oiini . 

■  I'Mlplnjnicnl!  t'mplovineiil 
p.nlleins  in  the  l1ii<glininlon 
Meliopolilan  men  o\ei  Hie  past  IX 
years  lellect  del'iiiile  pallemsof 
clianpe  IhnI  miisl  be  uiulcisliidd  lo 
develop  piogranis  for  the  I'uhiie: 

■  total  non  agiiculliiial  p.iMoll 
employment  in  1975  Has99  .<110.  Il 
rose  steadily  to  a  peak  of  I  2.1.000  in 
I9R8.  declined  slowlv  over  the  nc^t 
t«oycars(|')S9lo  I2l,l00:iiul 
I^QOlo  1 19,200).  Ihen  declined 
sh.iiplvlo  1 1. 1,.M)0 (estimated) for 

iw'i: 

■  lolal  manulactuiing 
cniploMiient  was  3(>  100  in  IT 71 
climbing  to 'lO.fitM)  by  \'>1<)  Il 
rcniaiued  at  this  plateau  until  l<)R5. 
then  declined  at  an  increasing  talc 
to  .10.000  (cMimated)  by  !<)><;    I  lie 
rale  of  decline  from  the  plateau  of 
I9R0  l9R5to  l<J92  is  about  25 
percent,  (he  nianufacliuing sector 
pi(n  ided  .Id  5  |o  M.A  percent  of 
total  employnient  thioiigh  the 
period  from  l975thlough  198-1. 

I  riiin  Mien  on  the  sliaie  dr()pped 
rapidly  lo  7f>A  percent  in  l<'">2 

■  I  he  signiricant  decline  in 
niamifacliirine  are  in  Ihc  "metals 
and  fabticatcd  machinery"  secloi. 
wlieie  21.^00  were  cniploycd  in 
1975.  P.mployment  rose  to  its  peak 
of  ^.AW)  in  198-1.  then  declined 
Ihereaner  to  24,200 (estimated)  in 
1 992. 1  his  is  a  drop  of  .10  peicent. 
In  the  I  •'75-85  period  tlie  sector 
piovided  about  one  qiiailer  ol  all 
Ihc  jobs  in  nialinfaclliring:  since 
then.  Ihc  share  has  steadily  declined 
lo  a  level  (.if  about  M  percent  in 
l<»'J2. 

I  or  the  lollowiuB  reasons  I 
believe  the  probabiiit)  of  success  in 
attracting  many  or  large  indiistiies 
tti  the  Soiilhern  1  ier  in  the  near 
future  are  low: 

■  Industry  is  n  shrinking  sector 


178 


ivith  few  opportunltlw  lA  thj     V     ^^   ^^Ul,  onifr-    -1  avflilabic  nnftndl! 
nation,  New  York  and  the  S6Uth«»  '  re^ourcM,  I      ;ue  to  the  lack  of 

■  Con^htintlftn  Tor (ihypoteAt «  ' , .;.  ^ Rthlllng!  R«titil «fttlvlty  hni  i 

industry  wl  I  be  n^ri««  The   '  ^  n^  v>;fcifp«ndW  tflpldiy  with  the  tnajor  : 

goulhcrn  Tier  I  ^5«?»^"  -  njjl V  p  ^malli  doHllhatlnR  the  ntld.  Total  •• 

labor  fofce  proximity  tb«  re«e«rcl^  ,   eftijjloyment  or/l,300  peaked  In  ' 

bundlrt^i.  nearby  wuitweffajrv-^  b  iddMM  dii  thfe  older  Mtiiblljhtd     x 
L?^"".*flll"?..?5'2a'^trel*llln|cem^  • 


•  frSMSiSJ  A.f.^««  i  iflS^  ^  Biflghimton  hflj  hot  revived  despite 

•  IChiHJfnrfi^  th4t<vould  Shrink  l\irtMfth«       t 

f  in^Wr.ii.^^^  cltv'Jp6t)iiUtlotldeclinrt,  There  ii 

KiT^milrtfMHBTi^h^i'JJ^  itrUlcon«>miboutth6lfflp4clof 

h.r*S?vffi^^  theTo«mSqu4r*Millin'Vfcjtil/ 

,     SSrlra,  teu?I  4l?5l^^^^  EndlCOtt'jihOPI^iftg  llhSUflJ      '.l 

' ■  fhM  .h  AhV.  ni7SiiS  ul^f^"'-'' »^^  f«*"nt the presiure df  tlie     'A 
'.'LiSMnl  WJ.'''  '*^*^*  l^^'IfS'''  rtiliiijun/rintcloslngibfttitjor    J 

.  K.fJi.f  tln&flL^^^^  tifttepopuiiilon  wanitigiiimifid 


odripitf^how 


K  thK^^/nr^LKSrl,  I"'    WdirehdwvritnisiinitMeend  / 
'•  h«vTJ!/.ft'^^^3?<tnl^^  ft«ulti:cldMn8«bf«tore»,    ^  •  !:  i 

••f5^2Whn?hV?.ii??hM^^'  rf    binkniptcirt  and  older  milli  in  .  ', 

.  2?S5f?;V97TnT7TSSir        Theinilvijiorthtpubliesitior?, 
f gfn  SrtH  1  ft  •?  nl^lJn J^i^Sw^,4  V'  w  the  Sbbtfifth  Tier  brovlde*  the  If. 

SVvlimi  u  puaf  /CiX »»,«  Hs^!*^ (Iirogrtmi  thit  providei job*,  but  j<^ 

^mL?J^M.H  'liLiIll'r.'JJ'*^  '  '«»$*  problethi  The  !i«  pfDVIdfed  fl 

u*m.f-c„^  jll^  (jjibmciiii  ifid  other  Jt)ecliiriii.11ili  .f 

Pi?..?   ^'«t «» prtHffllrtirj,  however;  i  . : »  . 

number  of  thfc  problem  irenhiVe ,. 

been  (tudiM  by  iseflciei  Iti  detiili  i 

AM  ther«  ife  oo«r  lome  estimitei  of 


arefls  in  the  nation.  MAtiufictu 
hasbiibom<!l)eMiltfnineflnt 
■  hot  Just  a  recent  bhenomehon, .  „ 
AS  I  pdtterti  thit  nas  persiited  fbf 
more  than  I  detide.  Health  lervlcet 
and  retailitig  ire  two  vov^ing 


their  Mitl. 


Sectors;  hdwevei*!  retailing  Ii     -  *>  '''%]MmMAi,iiAm^Ut^^i,ttJt^m»i 


probably  at  Iti  ftilximuth.  The  ...  t 


tOttMTjiCfMM'lMMl. 


«««lD»ed  growth  of  local  ^4/w\.,j:  »■   •«'«'~^^^^^«-»"«^»' 
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NO  time 
to  waste 

U.S.  leaders  must  change 
nation's  economic  structure 


By  MORRIS  BUDIN 

Special  to  the  Press  &  Sun-Bulletin 

Now  President  Clinton,  Sen.  Dole  and 
both  political  parties  face  the  moment  of 
tnith  The  United  Slates  economy,  despite 
the  false  optimism  of  our  leaders,  does  not 
indicate  an  ability  to  null  out  of  the 
doldrums.  We  are  sliding,  if  not  plunging, 
into  lower  depths  of  depression. 

The  deterioration  has  become  global  as 
European  economics  arc  now  suffering 
unemployment  rates  in  excess  of  1 2  percent 
and  many  governments  are  tottering 
because  of  corruption  and  a  lack  of  ideas 
for  inducing  recovery. 

The  recent  forecasts  by  economists  arc 
not  comforting.  Annual  growth  rales  under 
I  percent  for  1994  and  concerns  about  slow 
and  even  negative  growth  rales  for  a 
number  of  years  arc  predicted  by  many 
organizations.  Wc  might  be  in  a  major 
depression  that  is  already  two  years  old 
that  could  rival  the  longer  economic 
collapses  of  this  century. 

Pessimistic  signals  have  become  clearer 
in  recent  weeks: 


Budin  is  an  ccnnnmist  and  emeritus  prn- 
fessur  of  urban  planning  a(  Bin^hamlon 
University.  lie  is  a  frequent  contributor  to 
the  Viewpoint  section. 


■  Manufacturing  production,  including 
orders  for  machine  tools,  major 
transportation  equipment,  and 
construction  of  buildings  continue  to 
decline.  Germany,  at  one  time  the 
economic  bulwark  of  Europe,  has  been 
experiencing  severe  cuts  in  employment  in 
its  basic  industries. 

■  More  major  firms  have  announced 
severe  downsizing  through  layofTs,  early 
retirements,  and  the  lack  of  hiring.  IBM, 
for  example,  has  doubled  its  expected 
reductions  from  25,000  to  50.000  this  year. 

■  Many  major  international  firms  admit 
to  serious  losses  that  arc  endangering  their 
very  futures. 

■  Every  nation  is  desperately  trying  to 
increase  its  exports  to  reduce  its 
unemployment.  Spain  has  an 
unemployment  rale  over  20  percent; 
Erance  over  1 2  percent;  Germany  over  7 
percent  and  rising;  Great  Britain  over  12 

Cercent  desoite  a  small  aborted  recovery; 
IS. A.  nearly  8  percent;  Canada  about  1 2 
percent. 

■  The  movement  toward  a  European 
Economy  Community  has  been  stalled  as 
nations  refuse  to  give  up  controls  over  their 
currencies,  fearing  devaluation  could  lead 
to  a  flood  of  imports  and  loss  of  exports. 
Great  Britain  has  allowed  its  currency  to 

See  NO/Page  4E 
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devalue  so  as  In  expand  exports. 
The  United  Stales  has  allowed  the 
dollar  to  devalue  in  terms  of  the 
Japanese  yen,  hoping  to  expand  ex- 
ports to  and  reduce  imports  from 
that  nation.  Japan  has  thwarled  the 
tactic  by  merchandising  its  major 
exports  erfcctively;  VS.  manufac- 
turers have  not  done  enough  to  at- 
tract Japanese  consumers. 

■  There  is  an  international  col- 
lapse of  confidence  in  the  future 
growth  of  markets;  a  lack  of  lead- 
ership with  ideas  on  how  to  cope 
with  convening  to  peacetime  condi- 
tions; a  malaise  augmented  bv  the 
collapse  of  established  political  par- 
ties that  are  racked  by  corruption 
and  grafl.  The  few  economies  that 
are  growing  rapidly  are  China. 
South  Korea,  and  areas  in  and 
around  Singapore. 

This  is  the  time  for  realizing  the 
reality  this  countrv  faces.  Will  the 
leadership  of  the  United  States  rec- 
ognize that  we  have  serious,  per- 
haps catastrophic  problems  that  will 
not  be  solved  by  petty  spending  pol- 
icies proposed  by  Clinton's  stimulus 
program  (SI 6  billion)  and  cut  by  the 
Republican  filibuster  to  SI  billion? 
The  political  games  played  by  both 

Earties,  and  the  false  optimism 
ased  on  deficit  cuts  are  causing 
harm.  We  arc  not  facing  a  mild 
downturn  that  might  be  overcome 
by  reducing  interest  rales  and  cut- 
ting the  federal  deficit.  We  are 
drowning  in  serious  structural  prob- 
lems that  must  be  solved  with  ma- 
jor policies. 


The  Basic  Stnictiiral  Problems 
For  about  a  decade  it  has  been 
apparent  that  the  structural  organi- 
zation of  our  economy  was  not  de- 
signed to  cope  with  peacetimes.  We 
were  heading  toward  a  major  de- 
pression that  would  expose  the 
dysfunctions  in  our  society.  Our  ba- 
sic structural  problems  are  many 


and  difficult: 

■  We  are  in  the  midst  of  a  long 
trend  of  reorganization  of  manufac- 
turing production  systems  where 
"thinking  machines"  are  replacing  a 
wide  range  of  on  line  workers  and 
managers.  The  manufacturing  sec- 
tor has  been  increasing  outputs  and 
profits  with  fewer  employees. 
Downsizing  has  been  going  on  for 
over  two  or  three  decades,  but  the 
high  levels  of  demand  offset  the  ris- 
ing productivity  of  workers. 

The  pattern  has  become  evident 
once  demand  leveled  off  and  man- 
agers also  sought  to  get  rid  of  sur- 
plus employees.  We  must  expect 
that  the  manufacturing  sector  will 
not  provide  the  high  percentage  of 
employment  of  the  labor  force  that 
it  did  in  the  past. 

■  We  have  witnessed  the  rapid 
rise  of  competition  from  less  devel- 
oped economies  in  manufacturing 
and  agriculture. 

Less  educated  labor  forces  could 
achieve  good  productivity  levels 
even  in  so-called  high  tecnnology 
manufacturing.  Such  productivity 
levels  plus  low  wages  has  threatened 
the  dominance  of  Japan,  United 
Stales,  Germany  and  other  leaders. 

■  Converting  our  military  indus- 
tries to  peacetime  markets  is  ex- 
tremely difficult.  If  the  conversion 
is  toward  a  service  economy  we  will 
have  a  lower  skill,  lower  pay  system 
that  will  lower  our  standard  of  liv- 
ing. 

■  We  are  losing  our  agricultural 
exports  as  the  "green  revolution" 
has  been  successful.  Our  markets 
are  in  the  poorest  nations  that  need 
to  be  subsidized. 

■  The  "junk  bond"  and  buy-out 
craze  of  the  1970s  and  1980s  has 
had  some  adverse  impacts  that  have 
weakened  the  financial  structures 
and  research  activities  of  a  number 
of  the  takeovers.  The  economic 
downturn  has  exposed  the  weak- 
nesses; some  of  the  mergers  have 
had  to  be  reversed  to  avoid  serious 
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■  F'oliliial  nnd  social  forces  have 
been  opcrnling  to  reinforce  the  in- 
stability of  our  economies.  1  he 
prosperity  of  the  1970s  and  lOROs 
opened  opporlimilies  for  corrup- 
tion in  povcrnnicnls  and  businesses. 
I)on)inance  by  one  parly  opens  the 
opportunities  for  illegal  activities  as 
are  now  beins;  exposed  in  our  coun- 
try. Japan.  IIS.SR.  Italy.  Britain. 
South  Africa,  and  many  other  less 
developed  nations. 

■  The  deteriorations  of  urban 
areas,  school  systems,  health  serv- 
ices, housing  conditions,  and  trans- 
portation systems  that  contribute  to 
social  decay. 

1  rapped  by  Unrettlilies 

Add  to  the  real  dyfunctional  con- 
ditions of  the  system  the  imrealitics 
that  have  been  indoctrinated  by  va- 
rious ideologies  from  the  right  to 
the  len.  Attitudes  arc  widely  held 
that  governments  arc  non-creative, 
if  not  downright  destructive  in  eco- 
nomic development;  that  govern- 
ment deficits  are  at  least  unproduc- 
tive,  if  not  destructive;  that 
government  regulation  can  only 
damage  business  growth;  that  all 
taxes  are  deleterious;  and,  that  there 
are  not  ways  to  improve  racial,  pov- 
erty and  other  social  problems. 

We  are  now  damned  by  repeti- 
tive quackings  in  empty  political 
phrases  such  as,  "tax  and  spend,  tax 
and  spend,  tax  and  spend"  and  Per- 
ot's homilies  that  government  defi- 
cits create  our  real  problems 
— phrases  that  might  have  meaning 
is  particular  contexts,  but  do  not 
apply  to  our  present  conditions. 

President  Clinton  recently  pre- 
sented a  "stimulus  package"  of  $16 
billion.  It  was  very  inadequate  to 
meet  even  the  limited  problem,  but 
it  was  a  positive  move.  Trapped  by 
Perot's  preaching  on  the  deficit  on 
one  side  and  Senator  Dole's  drive  to 
undermine  the  new  administration, 
the  proposal  was  stymied.  The  final 
outcome  was  a  ludicrous  program 
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of  $1  billion.  Fven  more  disap- 
pointing was  Clinton's  restrained 
acceptance  of  the  results,  rather 
than  a  sharp  rebuke.  Il.-irrv  Truman 
would  have  given  I  hem  hell! 

litis  economy  needs  a  stiuudus 
of  about  $200  billion  this  year  to 
start:  I)  rebuilding  the  physical 
structure  of  ghetto  areas;  2) 
reconstituting  the  social  service 
structure  of  urban  areas  that 
been  neglected  for  a  decac 
moderni/ing  the  educational  system  il 
latul  expanding  college  opportuni- 
ties to  students;  4)  rebuilding  the 
transportation  infrastructure;  5) 
coping  with  environmental  condi- 
tions (floods,  soil  erosion,  waste  dis- 
position, etc),  6)  retraining  pro 
grains;  7)  expanding  police  services 
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and  anti-drug  programs. 


Why  not  try  lo  win? 

Mr.  Clinton  should  now  be  on^ 
the  offensive  by  going  to  the  public 
to  explain  the  magnitude  of  tfic  de- 
pression and  the  costs  of  recovery.     « 

lie  must  slop  minimizing  the 
needs  by  false  optimism  that  tilings 
are  improving,  that  the  fall  of  the 
interest  rate  was  helping  the  hous- — 
ing  market  and  the  gcncraj  econ- 
omy. The  housing  market  rise  was 
very  brief  and  manufacturing 
showed  no  positive  response.  Nei- 
ther has  the  evidence  that  there  is 
any  solutions  in  reducing  tariffs 
with  Mexico  and  Canada.  Contrary 
evidence  is  present  in  Hiirope, 
where  the  leaders  are  not  rushing 


toward  free  trade  as  they  fear  that 
more  unemployment  could  result, 
r.vcryonc  wants  to  export;  no  one 
wants  to  import  at  this  time. 

If  Clinton  believes  that  a  very  in- 
adequate economic  program,  liaseO 
on  compromises  and  deals  with  op- 
ponents, will  bring  about  his  rc- 
elecliori  in  1996. 1  think  he  IS  play- 
ing the  long  odds  He  would 
probably  be  better  ofT  if  he  took  a 
bold  stand  on  strong  recommenda- 

;ions.  .  , . 

If  conservatives  thwart  his  pro- 
grams he  could  follow  Harry  1  m- 
man's  method  to  fight  them.  If  his 
own  party  docs  not  suppt)rt  him. 
then  he  can  at  least  feel  that  he  has 
fought  honestly  for  what  he  be- 
lieved is  right  for  his  country. 
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JNaiTow  fofctis  won't  solve 
region's     economic  woes 


By  Monnis  AUOIN 

Spfrlnl  lo  Ills  Ptntn  S  Son  Biillrlln 

In  Pcbriiflry  1991,  llic  nrooiiic 
f'oiinty  Parlnrrsliin  Coiinril  i<!«iiC(l 
in  riiiDl  report  whjrli  became  the 
lia^is  for  I'nrlnefsliip  20()0<!  pro- 
ginm,  llic  rorinalion  of  n  council  of 
governnienis  and  the  consolidntion 
of  services  in  lliecoiinly. 

llic  primary  objcclivcs  of  lbc« 
proposals  arc  lo  reduce  llic  costs  of 
services  and  lower  laics. 

These  goals  will  certainly  appeal 
lo  most  people;  however,  the  em- 
phasis of  llie  Partnership  appears  to 
be  primarily  on  advantap.es  for  the 
conmierrial  and  industrial  sectors. 
My  surmise  is  based  on  the  propos- 
als to  have  a  county-wide  rcassess- 
;   mcnt  of  properties  and  a  change  in 
'   the  method  of  distribiiling  sales  Ian 
I  revenues  from  a  population  based 
;  distribulion  to  one  based  on  sales 
volumes  of  nuinicipalilics 

Assessments  of  houses  can  be 
fairly  consistent  because  the  volume 
of  sales  is  generally  laige  enough  to 
permit  comparisons.  In  contrast, 
the  number  of  Iransactlons  of  com- 
mercial or  industrial  properlicj  is 
very  low,  so  comparisons  are  just 
about  impossible.  Putllierniore.  the 
value  of  a  parcel  of  land  and  the 
building  on  it  depends  on  the  profit 
of  the  product  niodiiccd  in  it  and 
on  the  share  of  Inat  profit  attributa- 
ble lo  the  land  and  building. 

These  valuations  arc  usually  im- 
possible lo  make,  so  usually  these 
assessments  are  negotiated  between 
the  owner  and  the  government.  If 
Ihey  do  not  agree,  the  matter  would  i 
go  to  court.  In  the  present  economic 
conditions,  the  possibilities  of  lower 
assessments  increase  because  busi- 
ness conditions  arc  less  favorable. 

When  Ihe  Patlnership  report  was 
issued,  my  analysis  of  economic 
condilions  in  the  .Southern  1  ier  led 
me  to  believe  thai  I'ailnership  was 
focusing  on  relatively  minor  issues 
while  neglecting  Ihe  m.ijor  devel- 
opmrnlal  problems.  Ilic recent  rnsli 
of  layoffs  and  early  rclirenicnl  pro- 
giams  by  major  employers  bears  oul 
my  concerns. 

A  few  weeks  ago.  Ihe  leadership 
of  llic  Partnership  leali/ed  that  the 


rroiloinic  downturn  that  had  been 
slowly  draining  us  had  become  » 
flood  affecting  nearly  all  scctois. 
Jessee  Pcvear,  executive  director  of 
Partnership  2000,  announced  a 
campaign  lo  raise  $2  million  —half 
to  be  used  to  study  problems  and 
half  to  search  for  new  industries. 

(liven  the  long  term  trends  of  de- 
clining employment  in  manufactur- 
ing, now  compounded  by  additional 
losses  due  to  the  depression^  the 
search  will  be  monstrou,sl^  difTiciilt. 
Employment  opportimilies  in  Ihe 
public  sector  (eg,  infraslruclure 
construction,  education,  health,  ad- 
ministration) have  had  long-term 
upward  trends,  but  are  now  tempo- 
rarily retarded  by  budget  cuts  and 
reductions  in  military  eipenditures. 
Once  these  are  straightened  oul, 
these  areas  will  recover. 

The  Hroomc  County  Council  of 
Governments  should  be  Ihe  basic 
search  unit,  assisted  by  Paitnershin 
2000  and  other  interest  groups.  It 
would  be  unfortunate  if  the  widest 
network  of  organisations  is  not  used 
in  this  difTicult  activity.  Some  form 
of  cooperative  action  among  local 
governments  (e.g  ,  councils,  region- 
al planning  bodies,  or  statewide  re- 
search agencies)  is  essential  lo  coor- 
dinate planning  and  search.  .Such 
agencies  should  be  advisory  lo  mu- 
nicipal executive  and  legislative 
bodies. 

When  the  siibcommillee  drew  up 
its  report,  some  members  saw  the 
functions  of  the  Council  of  Govern- 
ments to  be  broader  than  service 
reorganisation.  I  believe  its  major 
functions  should  concentrate  on  re- 
gional devch>pmenl.  A  major  func- 
tion should  he  the  organlrdtion  of  I 
lobbying  unit  to  study  the  employ- 


ment opportunities  nvaittble 
through  all  new  Irgislalinn  nnd  nr- 
lively  pursue  Ihein  in  Albany  and 
Washington.  A  number  of  stales 
have  established  such  ofTices,  and 
they  have  paid  off  handsomely. 

The  council  also  should  foster 
joint  searches  by  municipalities  in 
the  county.  Joint  actions  should  in- 
clude agreements  to  share  costs  and 
?ains,  including  ta«e»  from  juccess- 
ul  ventures.  It  also  means  that  mu- 
nicipalities will  not  engage  iri  Inde- 
pendent cutthroat  giveaways  to 
altraci  Tirms. 

In  the  area  of  les^arch,  the  Coun- 
cil should  provide  a  framework  for 
development  of  the  area  based  on  a 
realistic  evaluation  of  the  roles  of 
major  cities  and  smaller  commu- 
nities in  the  coming  two  decades. 
The  analysis  shouM  include  coin- 
merciil  growth,  housing  needs  and 
programs,  industrial  land  set  asides, 
transportation  networks,  water  te- 
source  developments,  river  bank  us- 
age, health  and  education  programs, 
let  us  briefly  introduce  four  pub- 
lic sector  areas  that  should  be  ex- 
panded In  Ilroome  County: 

I.  rducalion:  An  expanded  edu- 
cation program  lo  serve  the  miiltifa- 
ceted  neeJs  of  an  area  seeking  lo 
convert  lo  a  (>eacetime  economy 
should  Include: 

■  Titlorial  programs  for  students 

■  Apprtnlicfship  nrogramj  and 
vocalional  training  lor  those  who 
do  not  want  lo  pursue  more  ad- 
vanced education 

■  Retraining  programs  for  those 
recently  laid  off. 

■  Special  higher  education  pro- 
grams for  unemployed  managerial 
personnel. 

i  Advanced  degree  education  In 
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public  hcallh   nHministffltion.   aiv" 
plied  pforc<;s  engineering  and  nsw- 
cialed  fields. 

■  Reintroduce  language,  music 
and  oilier  cultural  subjects  Ibat 
were  eliiuiiialcd  from  curricula  in 
recent  years. 

7.  Housing'  rrnin  studies  I  and 
others  have  made  of  housing  condi- 
tions in  the  county,  the  general  con- 
clusions are  Dint  approxiinntely 
10.000  dwelling  units  (nearly  15 
percent)  in  the  county  are  seriously 
deteriorated,  requiring  extensive 
renovations  or  total  replacetncni. 

As  expected,  the  units  are  usually 
occunied  by  lower  income  and  oHcn 
elderly  families.  Some  types  of  std)- 
sidics  would  be  needed  to  rectify 
the  condition. 

Ibis  is  not  the  article  to  go  into 
details  of  various  types  of  housing 
brograms  that  are  on  the  books  but 
navcn't  been  funded  in  recent  years. 
A  number  of  these  can  be  applied 
without  increasing  the  tax  load  on 
the  community,  and,  in  fact,  could 
add  revenues. 

Inventive  uses  of  idle  or  poorly 
used  lands,  plus  loan  guarantees  to 
reduce  interest  rates  and  temporary 
partial  tax  abatements  could  en- 
hance tax  revenues  and  increase 
ownership  of  homes  by  middle-in- 
come families. 

3.  Medical  Research:  I  he  region 
has  the  potential  to  participate  in 
an  expansion  of  research  and  serv- 
ices in  geriatrics,  home  nursing 
care,  prenatal  care  and  public 
healtli  administration. 

4.  r.nvironmcnlai  Programs: 
These  include  the  unsolved  prob- 
lems of  flood  controls,  land  recla- 
mation, solid  wnstc  disposition,  and 
reforestation.  Such  programs  pro- 
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vide  opportunities  to  employ  Inigr 
numbers  of  unskilled  and  semi 
skilled  persons. 

.Searching  for  pi ivale  sector  in'' 
(histrial  firms  might  be  more  pio 
duclivc  if  they  arc  complemented 
by  our  established  industrial  base.  A 
few  suggestions  are: 

■  Medical  instruments  and  dc 
vices. 

■  Communication  equipment  {a 
pccially  ceramics). 

•  Computerized  control  system 
for  high  speed  rail. 

■  Switch  gear  equipment. 

■  Aeronautical  control  systems 
and  training  operators  of  them. 

■  Tiber  glass  products. 

■  High  density  television. 

■  Research  to  make  traditioiia 
power  sources  (coal  and  oil)  Ir*:' 
damaging  to  the  environment 

•  Systems  analysis  for  govern 
men!  and  industry. 

■  F.)ata  collection  and  retrieval. 
Without  question,  we  need  r 

broad  attack  on  the  problems  in 
volved  in  the  major  rcorgani/atior 
of  our  economy  lo  move  it  from  ; 
military  to  a  peacetime  mode.  TIk 
prrKCSs  will  require  extensive  coop 
eration  between  the  public  and  pri 
vale  sectors.  I  be  free  maiket  mech 
anisms  alone  arc  hoi  suited  In  lti< 
task. 
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Thr  riol  in  Los  Angtics  has  btfn  fol 
lowfA  by  a  number  of  propot.iU.  genfnily 
not  ucll  Ihoughl  out,  on  what  should  he 
donr  to  avoid  such  terror  in  Ihe  future  tin- 
fortunately,  most  of  these  proposals  do  not 
deal  with  the  basic  problems  but  arc  fo- 
cused instead  on  surface  symptoms  of  the 
deslniclive  events. 

President  Bush  has  proposed  lough  law. 
and-order  actions  to  put  a  temporary  lid  on 
the  e:iplosive  situation.  In  reality  this  is  an 
anti-gang  and  an  anti-drug  j^rogram,  plus  an 
undefined  economic  quick  fix  to  "self- 
start"  the  economy.  He  added  an  appro- 
priation to  compensate  businessmen  for 
part  of  their  losses  in  the  riol. 

Vice  President  Quaylc  places  emphasis 
on  the  need  for  new  family  values  that  are 
to  appear  mysteriously  out  of  the  rubble  of 
the  ghetto.  He  has  not  proposed  any  specif- 
ic programs  to  cope  with  the  teal  issues,  so 
his  ponlincalions  may  be  classiHed  as  polit- 
ical hogwash  to  appeal  to  moralizing  con- 
servatives and  closet  racists. 

HUD  director  Jack  k,emp  proposes  es- 
tablishing "eftterpris*  zonts"  to  Sltract  In- 
dustries into  depressed  neighborhoods  by 
offering  tax  abatements,  low-interest  loans 
and  accelerated  depreciation  to  these  firms 
In  addition,  cities  Muld  apyily  for  grants  or 
loans  to  rebuild  their  infrastructures 
(streets,  water  and  sewer  systems,  police 
and  fire  protection,  transportation,  etc.) 
lhaUervicelh<ttei.'.  '  {  ■        ■ 

Unfortunately,  Mr  Kemp's  Jealous  pro- 
posal seems  to  b^ poorly, researched., It  is 
not  a  iieW  Idea.  It  h*}  bfan  tried  here  and 
abroad  With  little  lbcc^S.'>ln  most  alttdipts 
the  few  Sutcessful.clsesiVete  well  ItimU- 
lated  by  gove(Timei\i  (!6nl(ttts  to  firins  thit 
were  induced  to  lh<  toif«.'Furthermore,  to 
depend  on  Industrial  gfoVirUi  in  area!  that 
lack  tialrtid  stroYlceri  Is  Veil  as  other  pro- 
duction advarila^ij  Is  to  play  against  long 
odds.  The  odds  are  worse  If  one  is  looking 
for  ne*  firrtii.  -•^^■■7. .-( ,V  :| y,,^,  .K,>',  \  - 

Oiie  heed  only  review  the  hisloi^  of  em- 
ployment inindilSlry  in  (he  United  Stales 
over  the  past  three  decades  to  see  the  real 
problems  The  induslrial  sector  has  had  a 
long  term  pattern  of  profitability  with  peri- 
odic recessions,  but  it  has  not  been  a  sector 
with  growth  of  employment  opportunities. 
Very  few  industries  have  had  positive  em- 
ployment pattems_for  years  preceding  the 
present  ,depfasioii;,'  Job  lo»ses  for ,  lower 


sk  illed  workers  have  been  serious. 

In  the  present  depression  this  pnllern  of 
decline  has  spread  markedly  to  those  in 
skilled  and  managerial  positions  Recent  re- 
ports from  major  manufacturing  firms  indi- 
cate that  many  expect  the  reductions  to  re- 
main even  when  production  improves 

-Studies  of  the  few  successful  enterprise 
zones  indicate  that  only  very  little  of  the 
inner  city  is  affected  by  an  incoming  indus- 
try Reconstruction  lends  to  be  in  the  im- 
mediate locale  of  the  facility  One  also  finds 
that  industries  ate  ollen  drawn  from  other 
cities  with  run-down  areas,  drawn  by  the 
lax  advantages.  The  end  result  is  the  reshill- 
ing  of  ghettos  with  negligible  growth  in  em- 
ployment for  the  nation  as  a  whole  Finally, 
It  IS  evident  that  ihost  firms  draw  their 
skilled  and  managerial  persoiinel  from  out- 
side the  zone. 

Mr  Kemp  has  a  second  proposal:  sell  to 
jow-income  families  the  units  they  6C(?upy 
in  public  housing  projects  to  give  liability 
to  the  neighborhood.  A  noble  but  empty 
proposal  when  one  considers,  the  details. 
First,  a  very  large  proportion  of  these  hojs- 
Ing  Units  *a«  built  three  6r  more  decades 
ago,  4nd  essential  ."fe^airs  ate  required  on 
most.  TTie  costs  of  ^uch  renovations  are 
very  high  Will  the  |ovffnmenl  do  the  re- 
pairs before  putting  them  up  for  sale?  If  so. 
what  would  be  the  matktl  price?  Top  hi^  a 
price  Would  exclude  Iht  low-incom^  buyer; 
a  low  price  opens  (he  deal  to  ipeculalive 
buying  and  reselling.  A  feceni  study  of  sales 
of  sucn  apartments  to  occupants  indicates 
Ihal  the  average  income  of  the  buyers  is 
about  J 1 6,(KX)  —  liior*  thib  'dolible  \hi  av- 
erage income  of  over  half  pf  Iht  incomes  of 
families  residing  in  thest  liriils. 

We  now  turn  to  multidimensional  pro- 
grams, parts  of  which  havi;  been  proposed 
by  a  number  of  legislalofl  aiid  Governor 
Clinton.  By  dealing  with  i  speclruih  of 
problems  one  increases  the  costs,  bul  also 
g;ls  closer  to  the  real  problems  of  Iht  inner 
city.  A  number  of  the  proJloSJls  are  predi- 
cated on  a  great  deal  of  Idol  tei|bborhood 
control.  When  Uiiiriei  MTM  h  h  tvldeni 


that  federal  and  slate  governments  aU 
ha\e  essential  roles  f  leaily,  the  pr<itilen 
are  so  complex  and  so  ingrained  in  the  s< 
cial  sliiicliiie  lh.ll  laige  cnnmiilmrnis  of  n 
sources  as  well  as  new  i.leas  will  be  es^eii 
tial: 

■  Developing  private  sector  Jobs  Ihroujl 
enterprise  zones  is  one  element,  but  on< 
should  expect  Ihal  this  would  lie  only  a 
small  part  of  a  total  employment  program 
Jobs  and  inner  city 
lenewal  are  50  crit- 
ical to  this  alien- 
ated population 
that  one  cannol 
rely  on  the  vagar- 
ies of  attracting 
new  firms  through 
the  free  market. 
Real  jobs  and  real 
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evidence  that  the  government  is  commitie. 
to  renewal  can  be  generated  if  the  pnblii 
authorities  have  wefi  planned  public  secloi 
projects.  Plans  for  a  large  number  of  such 
projects  are  on  the  shelves  of  most  city 
planning  offices 

■  Public  sector  programs  must  be  a  major 
source  of  employment  Our  societv  has 
•  come  to  recognize  the  importance  of  safe 
I  guarding  our  environment  and  preserving 
our  natural  and  human  resources  A  perma 
nent  federal  agency  should  be  created  to 
assist  local  govenments  in  the  planning, 
scheduling,  and  financing  for  infrastructure 
and  housing  projects  Tnere  is  more  than 
enough  work  here  to  establish  a  permanent 
work  force  for  such  projects.  Investment  in 
such  public  programs  ~  pollution  controls, 
flood  management,  forest  and  land  manage-  . 
ment,  hazardous  and  non-hazardous  waste 
control  —  has  been  seriously  lacking  in 
our  nation 

Add  to  these  the  repair  and  replacement 
of  man  made  capital  —  housing  fprobably 
10  million  units  required),  schools,  hospi- 
tals, clinics,  roads,  bridges,  public  buildings, 
dams,  dumps,  etc  —  that  have  been  ne- 
glected for  jrears  as  we  built  a  gigantic  mili- 
tary machine  A  permaneni  work  force 
would  evolve  a  structure  of  jobs  and  wages 
Ihal  should  correspond  to  the  structure  in 
the  private  sector  Recognizing  the  perma 
nence  of  these  functons,  rather  than  vie- 
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wing  the  nctiviti^  M  "m^Ve  ^vtk" 
for  Icmponirily  unemplcyfd  work- 
en.  jhould  alter  Ihe  BtliUidet  to- 
ward pay  <:cal«  and  productivity  re- 
quirpmfnt^  There  should  be  no 
Jiflierrncc  hctv^^en  the  two  sectors 

■  Improving  human  rcsoiitccs 

'I  have  long  nin  imp.icls  on  diir 

.ire  economy    Thi?  mn»t  be  nc- 

ompli^hed  through  change  in  for- 

nl   education   procr<«t.   modem- 

73tion  of  school  and  librarv 


,tt|'<tii(>t.r^iiip  piiT»^ni5  to  tti«1 
the  need*  of  itiident)  who  wish  to 
pursue  employment  in  more  8[v 
plied  ficUU  It  aUo  ii  re.i<on.ibIe  to 
develop  on  I  he-job  (raining  to  raise 
^kill  levcU  To  avoid  (he  nii^nse  of 
<iicli  progrinn.  the  coiitcnti  of 
these  courses,  the  quality  of  insinic- 
lion  and  testing  the  students  should 
be  defined  and  controlled  by  a  slate 
board 

Whnt  would  be  Ihe  cost  of  such 

an  anibilious  set  of  essential  pto- 

1  Rtanpx'^  .'V  fc*ii«  ni'Hure  of. costs  rc- 


'  tJllilM  HIimatM  of  yearly  expendi- 
lur^<  minu5  the  savings  on  yearly 
expenditures  if  the  programs  had 
not  been  undertaken.  The  latter 
might  include  reductions  in  the 
cosliof  welfare,  crime,  crime  appre 
hension.  properly  de^lrilction,  etc 
We  rarely  have  Mtch  estimates,  so 
rtc  use  inRated  cost  estimates  that 
aie  "budgeted  costs." 

At  a  niecling  wi(h  Ross  rfTo(  lr>te 
thi4  past  spring,  city  mayors  indi- 
cated that  (heir  programi  would  re- 
quire $1S  billion  I  am  less  opti- 
mistic and  believe  wc  must  r.>"«;->-- 


spending  $50  billion  per  year  fi 
■  least  tw-o  decades   This  cun  br  i 

ered  without  tan  increases  if  » 
f  nre   made   in  our  bloated   niilii 

pr(>grams  We  budgeted  xboul  \ 
:  billion  yearly  durmg  the  Cold  V 
^period,  certainly  reducltons  of  5 
1   billion  can  he  readdy  made  ♦ 

,ri     Riidln  Is  ^mriltti^  ^ofrssnr  of 
'  knn  pUnnlng  *l   Rlnghamton   1 
♦•rtlly. 
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Economic  recovery  will  be  tricky 


By  MOnniS  BUDIN 

Special  to  the  Press  &  Sun-Bulletin 

Policies  adopird  to  bring  ihc  IJnilfd 
itates  out  of  Ihc  present  depression  should 
"Z"  P"'y  fmphasjze  recovery  but  also 
should  focus  on  the  long-run  growlh  needs 
nl  the  country.  To  do  otherwise  will  result 
at  best,  in  a  temporary  recovery  and  proba- 
bly exacerbate  the  deteriorating  conditions 
01  our  economic  and  social  foundations 

—  conditions  that  have  plagued  us  for  at 
least  three  decades 

Unfortunately,  the  American  public 

—  and  our  political  leaders  —  prefer  to 
define  our  economic  difficulties  as  if  they 
>vere  minor  Haws,  and  all  we  need  is  some- 
thing that  ttould  "jump  start"  the  system 
Ihey  flock  tc  such  simple-minded  solu- 
tions as  lowering  the  interest  rate,  cutting 
ihe  capital  gams  tan.  giving  a  JIOO  lax  re- 
bnte  to  the  middle  class,  announcing  that  a 
sales  tax  will  be  imposed  nest  year  so  con- 
sumers will  rush  to  buy  now  giving  a  tax 
rebate  of  $2,000  to  all  new  home  buyers 
letting  IRA  savers  withdraw  their  funds 
without  paying  taxes  on  interest  earned 
and   forcing  Japan  to  import   more  cars 
from  us. 

Each  of  these  would  have  little  or  no 
elfect  on  our  present  problems,  and  in  most 
cases  would  be  harmful  to  programs  we 
desperately  need  for  reconstructing  the 
foundations  of  our  socioeconomic  system 
Let  us  briefly  look  at  some  of  Ihe  proposals: 

•  Lowering  interest  rales  would  have  mi- 
nor impact  on  industrial  expansion  and 
commercial  real  estate  investment  given 
the  current  excess  capacities  and  the  levels 
of  demand.  The  policy  has  its  major  impact 
on  refinancing  morlgages  on  housing  that 

would  result  in  small  increases  in  income 
available  for  consumption  by  those  who 
reduced  their  monthly  payments. 

However,  at  this  time  I  expect  thai  a 
large  portion  of  Ihe  savings  would  go  to 
paying  off  other  debts  or  would  be  held  in 
reserve.  Furthermore,  a  part  of  the  increase 
in  the  total  purchasing  stream  would  be 
offset  by  declines  in  consumption  by  those 
persons  who  have  Inst  income  due  to  lower 
interest  on  savings  accounts  and  CDs. 

■  President  Bush's  big  drive  to  reduce 
the  capital  gains  lax  would  be  a  boon  for 
weallhy  speculators,  but  would  have  minor 
effects  on  employment.  A  more  reasonable 
approach  would  be  accelerated  deprecia- 
tion on  all  new  investments  in  pliysical 
plant  and  equipment  and  expensing  of  re- 
search. 

■  Tax  rebates  arc  pure  political  gimmicks 
that  politicians  love  because  they  win 


votes.  Unfortunately,  they  are  \M 
wrong  medicine  for  the  economy  at 
this  lime  Most  rebates  would  go  to 
debt  repayments  or  be  held  in  te- 
'jCrve.  This  proposal  is  contrary  to 
the  lung  term  needs  of  our  econ- 
omy A  major  complaint  by  econo- 
inisls  is  that  our  economic  growlh  is 
slow  because  we  savefend  consume 
too  much  Tax  rebates  emphasize 
consumption  increases  rather  than 
expanding  investments  in  the  pri- 
vate and  public  sectors, 

■  What  about  increasing  exports, 
especially  to  Japan?  Or.  what  about 
restricting  imports'* 

Every  nation  would  oppose  a  pol- 
icy that  seeks  to  cure  our  economic 
woes  by  dumping  our  unemploy- 
ment on  them 

Restricting  imports  might  be  a 
temporary  palliative  but  would  re- 
sult in  higher  prices  here  and  retal- 
iatory restrictions  by  others  on  our 
exports.  An  economy  as  lar^e  as 
outs  —  in  which  exports  constitute 
a  small  portion  of  our  gross  do- 
mestic productions  — should  use 
recovery  policies  that  are  directed 
to  internal  solutions  for  recovering 
from  downturns. 

What  are  the  fundamental  prob- 
lems and  which  sector  —  private, 
public  or  both  —  should  be  respon- 
sible to  deal  with  them?  The  major 
problems  faced  by  the  middle  class 
(the  1990  favorites  of  politicians) 
ate  generally  the  same  as  those  trou- 
bling all  groups.  They  8r«  problems 
affecting  the  whole  society  «nd  re- 
quire social  solutions. 

EnHronmenlit-Physicil  Prablemi 

1.  Deterioration  of  urban  areas 
lliat  were  once  only  big  city  prob- 
lems arc  now  prevalent  in  many 
smaller  cities  and  in  villages  as  well. 
Housing  programs,  once  rejected 


liecause  they  were  needed  only  hy 
lower  income  minorities,  are  now 
needed  for  moderate  income  fami- 
lies irrespective  of  race.  We  have 
become  more  aware  of  the  housing 
needs  of  Ihe  aged,  handicapped, 
and  the  homeless  as  the  deptessi<m 
has  worsened 

2  Control  of  environmental  pol- 
lution (water,  air.  and  land)  and  the 
disjwsition  of  hazardous  and  non- 
hazardous  wastes, 

1,  Control  of  floods;  reduce  Ihe 
misuse  of  land  that  results  in  ero- 
sion, salinity,  and  desertization, 

4,  Lack  of  adequate  mass  tians- 
portation  systems. 

llDman  Prohiems 

1  Unemployment  was  looked 
upon  for  years  as  a  problem  nf 
unskilled  minorities  who  lacked  ed- 
ucation: we  now  recognize  that  it 
has  become  a  major  problem  for 
many  educated  and  skilled  blue  and 
white-collar  employees  It  will  per- 
sist as  a  problem  afler  recovery 

2,  We  lack  adequate  alTordahle 
medical  services  for  about  Iwo- 
Ihirds  of  our  population,  including 
prenatal  services,  child  care  and 
programs  for  Ihe  aged  and  the  hand- 
icapped, 

,V  Our  education  system,  which 
was  never  of  high  quality  in  many 
areas,  has  been  allowed  to  deterio- 
rate at  a  crisis  rate  Subjects  have 
been  dropped  from  curricula;  labo- 
ratories arc  missing  or  poorly 
equipped;  buildings  are  in  poor  con- 
dition; even  textbooks  are  in  short 
supply.  To  add  to  the  catastrophe, 
leaching  quality  has  declined  se- 
riously and  must  be  improved, 

i.  Despite  our  productive  agri- 
cullure,  hunger  and  poor  diet  due  to 
economic  conditions  affects  about 
one-third  of  our  population  We 
have  farm  resources  and  surplus 
slocks  to  solve  the  problem,  but  we 
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lack  the  will  to  change  the  laws  that 
create  the  situation. 

Anti-sociftl  Problems 

1.  Drugs  and  violent  crime  have 
become  endemic. 

2.  Fraud,  excessive  speculation 
and  widespread  mismanagement 
have  weakened  our  banks,  insur- 
ance companies  and  industries.  If 
we  are  going  to  correct  and  control 
such  behavior,  we  will  need  more 
efTective  auditmg  procedures. 

GoTemmenttl  Problems 

1.  Our  income  tax  structure  must 
be  revised  to  increase  tax  rates  on 
the  higher  incomes.  Some  form  of 
revenue  sharing  between  the  federal 
government  and  the  states  and  lo- 
calities is  essential  to  overcome  the 
vast  dilTerence  of  wealth.  The  de- 
pendence of  localities  on  real  estate 
taxes  is  a  major  source  of  the  differ- 
ences in  the  quality  of  education 
imoni  states  and  among  commu- 
nities. Our  tax  structut^e  is  designed 
to  perpetuate  inequality  of  opportu- 
nity; great  inequality  is  a  serious 
threat  to  democracy. 

2.  We  are  suffering  the  fatal  dis- 
ease of  power  states:  Excessive  ex- 
penditures on  railitary  activities, 
excessive  concentration  of  power  to 
enpaae  us  in  wars,  and  excessive  hu- 
bns  that  engages  our  interest  in  con- 
trolling other  nations.  Tfiese  lead  to 
neglect  of  the  internal  needs. 

The  development  of  our  epon- 
omy  is  to  a  great  degree  inflUehted 
by  the  patterns  of  jecent  chflnges. 
We  can  expect  the  iqdastrial  itclqt 
to  employ  a  smaller  proportion  of 
the  labor  force,  a  pattern  of  the  past 
and  now  accelerate  by  the  depres- 
sion. We  cannot  expect  a  major 
rcabsorption  of  the  recently  unem- 
ployed back  into  industry. 

Many  analysts  have  predicted 
thit  we  will  become  more  of  a  serv- 
ice economy.  That  shirt  has  been 
evident  for  about  three  decades,  but 
it  has  slowed  markedly  in  recent 
years.  .    .• 


Transferring  resources  to  services 
(excluding  professionals)  will  mean 
less  income.  The  major  expansion 
will  probably  be  in  the  public  sector 
to  meet  the  needs  identified  above: 
education,  health,  crime  control, 
pollution  control  and  social  welfare, 
mduding  housing. 

We  face  a  crisii  far  worse  than 
the  banking  collapse  or  the  gulf  war. 
The  administration  put  the  nation 
further  into  debt  (hidden,  in  part, 
by  scparatingthe  expenditures  from 
the  budget).  The  leadership  had  no 
questions  about  how  to  finance 
these.  It  was  done.  If  we  must  go 
Into  debt  to  deal  with  this  economic 
crisis,  let  us  do  it.  To  do  less  would 
court  further  economic  decay  and 
social  iii^tability. 
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By  MORRIS  BUDIN  ^ 

Special  to  the  Press  8.  Sun  Bulletin 

The  uncmployincnl  problctm  in  the 
Southern  Tier  are  more  seriou'!  thnn  what 
i^  renccled  in  the  pericxlic  unemployment 
rale<;  reported  by  the  United  Staler 
Department  of  fjitior  11ie«  rates  (rate 
equals  nimil'er  of  unemployed  divided  by 
number  in  the  labor  force)  are  supposed 
to  be  ■(nap^hoK  of  coiidilion-:  of  the  econ- 
omy but  fail  to  provide  a  clear  piclute  for 
a  numlier  of  reasoni: 

■  1 .  If  the  estimates  of  the  number  of 
persons  in  the  Inlior  force  and  the  numl>cr 
of  unemployed  are  based  on  housch<ild 
surveys  or  on  employer  surveys  those 
tend  to  undcrslale  the  real  rate  due  to 
biases  in  their  methods  (The  major 
sources  of  bias  are  provided  in  a  later  part 
of  this  article) 

■  2.  This  simple  rale  does  not  provide 
the  public  or  policy  makers  with  sufficient 
details  on  the  sources  of  unemployment, 
their  magniliides,  or  tlie  characteristics  of 

the  unemployed  persons.  Lacking  these 
details  it  becomes  impossible  to  under- 
stand trends  in  the  economy  or  propose 
policies  to  correct  the  problems. 

Fortunately,  the  Department  of  Ijibor 
servicing  the  ninghamton  Metropolitan 
Slatislicjil  Area  has  recently  compiled 
detailed  data  on  the  subject  for  the  19Rft- 
1993  period.  These  data  are  used  in  the 
analysis  that  follows  as  gui<lc$  to  under- 
standing Ihc  unemployment  crisis  and  to 
policies  that  may  be  applicable. 

lire  rrnblems  and 
Some  (;iildrti  to  rollrim 

■  I .  ITie  number  of  non  agricultural 
jobs  in  the  BMSA  in  September  1988 
totalled  121,400,  but  by  Sepleml)cr  1993 
had  declined  to  11 1 ,500,  a  loss  of  1 1 ,900 
(96  percent),  llie  reductions  have  l)ecn 
atcompanlcd  in  some  of  the  larger  finiis 
by  payments  for  early  retirements  thai 
have  provided  temporary  cushions,  bill 
cannot  eliminate  the  concerns  of  former 

employees  over  incomes  for  the  future 
and  how  they  will  affect  standards  of  liv- 
ing- 

llie  impact  of  such  negative  e«pecla- 
tions  has  already  been  fell  in  the  durable 
and  semi  durable  retail  markets,  and  one 
must  assume  conditions  will  worsen  as  the 
initial  bonuses  are  used  up  or  carefully 
saved  for  the  rainy  days,  -hie  decline  in 
income  could  not  come  at  a  worse  lime 
for  retailers  considering  the  increased 
competition  from  new  mails  All  of  ilicse 
contractions  will  affect  lax  revenues  and 
expenditures  by  communiiiM. 

■  2.  The  durable  goods  maniifactuiiiig 
sub  sector  declined  from  .12,600  to  22^00 

',?,  f,^  "T  '^  "  I^"°<1  ^^^ '"«  of 
10,  00  jobs  (31  percent)  has  ocoirred  in  a 
sector  that  h,id  provided  more  than  one- 
fourth  of  all  jobs  in  the  past  decades  but 
now  provide  only  20  percent. 

IV  losses  in  communications  and  air- 
craft industries,  both  military  and  non- 
milil.nry  will  be  very  difnciilt  to  recover 
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These  industries  are  going  through  major 
competitive  shake  outs  that  have  seriously 
weakened  local  giants  and  new  competi- 
tors in  this  nation  and  from  abroad  will 
probably  continue  to  cut  into  production 
In  our  matket. 

Considering  the  negative  employnieiit 
trend  in  nearly  every  durable  goods  indus- 
try in  the  country  for  nearly  two  decades 
and  the  recent  atxrelerated  layoffs  we 
doubt  if  this  subsector  offerT:  strong  re- 
employment opportunities  In  the  future. 

■  3.  llie  non  durable  manufacturing 
sub-sector  faces  similar  prospects.  It  suf 
fcied  a  loss  of  1,000  lobs  (fijoo  in  I9R8  to 
5,300  In  1993)  for  a  15  9  percent  drop 

The  tlinghamton  area  had  been  a 
strong  manufacturing  center  where  abim' 
40  percent  of  its  employment  came  from 
its  manufacturing  sector.  Now  these 
industries  provide  less  than  30  percent  of 
all  non  agricultural  jobs  Tliis  pattern  is 
not  unique  throughout  the  nation  and  its 
very  prevalence  indicates  how  difficult  il 
would  be  to  try  to  recover  jobs  in  manu- 
facturing. 

■  4.  "Conslniction  and  Mining"  suf- 
fered a  similar  loss  from  6,.100  to  5,000 
(20.6  perceni)  Road  constrticlion  may 
have  some  revival  if  the  national  or  state 
governments  initiate  ptoftrams. 

The  major  opportunities  are  In  the 
housing  field,  but  here  subsidi7ed  housing 
for  lower  and  moderate  groups  would 
provide  the  largest  potentials.  In  addition, 
there  are  opportunities  in  housing  for  spe- 
cial groups  (nomele.ss,  a^ed,  handi- 
capped^, for  social  facilities  (schools, 
recreations,  etc.),  and  renovation  of  old 
houses. 

■  5.  The  Total  Service  Producing 
Sector  has  had  an  inaease  of  400  jobs 
(78,.1O0  to  78.700)  Within  the  group, 
Wliolcsale  and  Retail  Trades,  despite  the 
growth  in  new  malls,  lost  1,100  jolis 
(25,400  to  24,300)  (4.3  petccnl).  Ihis  sec- 
tor wiU  probably  continue  to  shrink. 
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Other  non  govcmmonl  service 
jobs  grew  2.4()0  (IVMK)  to  2.S.<»()0) 
(10  2  pcrccnl)  This  sector  now 
provides  232  pcrccnl  of  all  jobs, 
and  includes  health.  scKial.  Tin.nn- 
cial  and  insurance  ser%-ices 

Health  and  social  services  d(<ni- 
•,    inatc.  providing  about   12  percent 
V  of  all  jobs  in  the  area  It  is  these  lat- 
ter   services    that    offer    growth 
opportunities. 

Despite  all  the  discussion  and 
criticism  of  government  employ- 
ment levels,  one  finds  that  it  has 
declined  by  801)  jobs  (2n.7(X)  to 
19.9()())  (.1.9  percent)  The  sector 
provides  178  percent  of  all  jobs 
The  most  neglected  areas  have 
been  in  editcation.  crime  control, 
environment  and  services  for  the 
poor.  Jobs  can  be  created  in  this 
sector  but  the  public  must  accept 
higher  txxes  or  additional  deficits. 
Tlie  Department  of  Labor  has 
provided  some  very  depressing 
data  on  the  trends  and  characteris- 
tics of  persons  collecting  unem- 
ployment insurance  in  various 
years: 

■  1.  In  the  early  IPROs  the  num 
ber  of  different  persons  collecting 
unemployment  benefils  per  year 
was  in  ihe  range  of  11.862  to 
12.729.  By  1988  it  had  declined  to 
7.054.  and  rose  thereafter  to  10,37.1 
in  1991  When  the  law  wa.s  passed 
allowinf;  additional  benefits 
beyond  26  weeks  of  pavments.  the 
total  jumped  to  1.1.639  hv  1992  and 
is  close  to  that  level  for  1993 

Over  half  of  the  beneficiaries  in 
1992  were  between  20  and  .399 
years  of  age:  another  20  percent 
between  40  and  54.  This  is  a  reces- 
sion that  has  struck  the  young  and 
more  prodvictive. 

Over  half  of  the  bcncriciarics 
have  had  high  school  education; 
another  28  percent  have  had  col- 
lege and  graduate  education  It  is 
evident  that  ours  is  a  fairly  well 
educated  work  force  Jobs  are  Ihe 
issue,  not  education.  Retraining 
may  help  some,  but  does  not 
appear  to  be  the  solution. 

The  overall  picture  of  the  labor 
market  in  BMSA  is  not  encourag- 
ing Population  in  the  county  is 
declining  due  to  outinigration  of 
the  young  who  cannot  find 
employment;  this  pattern  is  hidden 
by  the  inCTcased  number  of  stu- 
dents who  c»mc  in  for  their  college 
education.  Outmigralion  by  the  24- 
55  age  groups  is  evident  and  will 
worsen  as  layoffs  continue.  The 
census  estimated  a  net  out  migra- 
tion of  8,10(1  between  1980  and 
1986.  and  that  figure  is  certainly 
higher  from  1988  to  1993. 


0'lc»- gi- 
llie l*Tt>blrm  of  Counting 
Ihe  Unrmplnyftl 

The  unemployment  situation  is 
clearly  serious  but  what  is  Ihe  pic- 
ture provided  in  the  publislicd 
rales  of  imcmploynienl?  The  esti- 
mates for  19RH  were  4_'i90  unem- 
(il<iyed  for  a  rate  of  36  percent 
lascd  on  an  cstiinnted  labor  ftirce 
of  I27..5()0  Hy  1992  Ihe  rate  was 
esimialed  to  have  l^cen  6  7  percent 
(8.(r75  persons)  based  on  a  labor 
forccof  120..MXI. 

Ilie  rate  for  1988  is  unlieliev- 
ably  low.  far  below  the  5  to  6  per- 
cent level  of  often  defined  as  "full 
employment."  Anyone  looking  at 
the  job  market  knows  that  this  was 
not  the  case  Hie  1992  rate  of  6.7 
percent  is  as  bad  a  inisreptcsenta- 
tlon  because  the  area  was  in  the 
midst  of  severe  cutbacks  through 
layoffs  and  "early  relitcments"  by 
people,  many  of  whom  did  not 
want  to  retire 

■  Why  did  the  report  only  indi- 
cate an  inaeasc  of  uncmployrneni 
of  3,485  (8,075-4.590)  from  1988  to 
1992  when  the  detailed  data 
showed  a  loss  of  1 1 ,900  jobs? 

Wliy  did  Ihe  labor  force  decline 
by  7.000  (I27,5IX)-120,500)?  It  cer- 
tainly could  not  be  due  to  early 
retirements  since  only  18.5  percent 
of  the  job  losers  were  over  Ihe  ape 
of  54  and  this  would  total  2.200  if 
all  retired  A  very  unlikely  result. 
Could  it  be  due  to  oiilniigration? 
Again  unlikely  since  Ihe  number  of 
net  out -migrants  would  include  not 
only  the  breadwinner  but  also 
other  family  members  who  would 
not  be  In  the  labor  force.  Such 
moves  also  Include  many  retirees 
who  left  employrnent  years  ago. 

No,  the  fault  is  in  the  methods 
used  to  estimate  the  rate.  It  is  not 
based  on  any  actual  counts  of  Ihe 
persons  in  the  labor  force  or  unem- 
ployed, or  on  any  statistical  sam- 
pling. Various  indicators,  including 
numbers  collecting  unemployment 
compensation,  reports  of  employ- 
ment changes  at  selected  firms  that 
are  manipulated  with  a  weighting 
system  tnat  probably  docs  not 
apply  to  this  area.  Statisticians  with 
the  Labor  Department  are  well 
aware  that  the  estimates  derived 
are  very  queslionablc,  but  this  is 
the  prescribed  method. 

1  do  not  know  what  Ihe  real 
value  for  the  labor  force  and  unem- 
ployment levels  were  in  1988  and 
1992  but  I  would  harard  some 
guesses.  Tor  1988  Ihe  labor  force 
was  125.000  to  126.000  and  unem- 
ployment was  about  6.000  to  6.500. 
so  Ihe  range  of  unemployment 
rales  is  estimated  between  4.76  and 
5.2  percent.  N<m.  if  these  are  rea- 


sonable estimates  let  us  climate 
Ihe  rat..-s  for  1992  The  labor  force 
probably  declined,  due  to  retire- 
mcnLs  and  net  out-migration,  to 
124.00  to  125.(X).  iineniployincnl 
rose  to  n  range  l>elween  I5.(KX)  to 
16.000  considetine  the  luige  job 
losses  1988  92  added  lo  the  initial 
unemployment  in  198R.  minus  the 
rclircnients.  If  these  estimates  arc 
close  lo  reality  we  are  at  unem- 
ployment rales  of  12  0  to  13.0  per- 
cent. 

Would  it  not  be  bcllcr  to  use 
household  surveys  lo  determine 
the  rate?  They  ate  used  periodical- 
ly by  the  fjureau  of  Lfllxir  Statistics 
and  are  expensive.  Mut  the  results 
are  questionable  even  after  years 
of  testing  alternnlive  question- 
naires and  methods  to  correct 
expected  errors  in  responses  The 
results  lend  to  understate  the  true 
rates  of  unemployment  because  of 
responses  of  discouraged  job  seek- 
ers (predominately  women,  young 
persons,  elderly  males  and  stu- 
dents) who  answer  that  "they  are 
not  actively  looking  for  work"  even 
though  they  would  take  jobs  if  they 
were  available.  The  response 
removes  them  from  the  "labor 
market"  and  "unemployed"  cate- 
gories. 

Also  excluded  from  Ihe  uncm 
ployed  group  are  persons  who  are 
not  working  but  have  a  defined 
date  to  return  to  their  jobs  Persons 
who  are  ill  and  cannot  work  at  the 
time  of  the  interview  are  excluded 
from  Ihe  "unemployed"  group, 
and  on  Ihe  other  hand,  niaiii-  pnn- 
lime  employees  are  classified  as 
fully  employed. 

Analysts  have  challenged 
results  of  such  surveys,  claiming 
they  understate  rates  by  as  much  as 
30  percent  depending  on  the 
degree  of  unemployment  and 
duration  of  high  unemployment  in 
an  area. 

It  is  clear  that  the  detailed  dain 
recently  developed  by  the  Ijibor 
Department  is  far  more  meaning- 
ful and  useful  than  the  summary 
rale.  Artificially  understated 
unemployment  rales  that  are  pub- 
llshca  create  a  false  optimism 
about  recovery  potenlals  and  are 
often  used  by  groups  that  oppose 
expanding  government  programs 
lo  stimulate  employment,  length- 
ening unemployment  insurance 
payments,  and  providing  essential 
assistance  to  those  in  need. 
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Unemployment  Insurance  ^neflclarles  (199*^) 


A9M 

Totd 

r>w««n< 

M«l«« 

tS   ©^  ^^•'•^ 

^•o«U. 

7»  Of  r^f?WI»*# 

Und«r20 

176 

1.3% 

113 

1J% 

63 

1.3% 

2^24 

1.488 

10.0% 

996 

11.3% 

490 

10.3% 

25-34 

3.059 

29.0% 

2.610 

20.5% 

1,349 

28.4% 

35^ 

1,485 

10.9% 

064 

10.9% 

521 

11.0% 

AO-M 

1.226 

9.0% 

757 

8.6% 

468 

0J% 

45-54 

1.782 

12.9% 

1,070 

12.1% 

602 

14.5% 

55-59 

649 

4.8% 

395 

4.5% 

254 

5.3% 

6a«4 

379 

2.8% 

247 

2-8% 

132 

2.8% 

65^0ver 

375 

2.8% 

239 

2.7% 

136 

2.7% 

Unknown 

2.092 

15/4% 

1/MO 

18.3% 

65? 

13.7% 

TOTAL 

13,500 

100% 

ft,S33 

100% 

4,7B7 

100% 

MatMtrW 

(^r««  efllo*) 

APPENDIX  C 

(1)  Well-planned  action  can  help  region  rebound  economically 

(2)  Recovery  depends  on  right  kinds  of  jobs 

(3)  Welfare  Reform 

(4)  Debt  and  deficit:  Tools  or  threats 
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weii-pianrieE^auiit)f|;  can  neip 
region  Vebburid  eo§iomically 


(EDITOR'S  NOTfi*  tn  tht  iwobd  iMiH  of 
'  i  two-part  series  bn  the  economic  brobiems 

of  the  Broome  Connty  region,  Morris  Badin. 

professor  emeritus  of  orlMm  pttniting  and 
"economics  at  Binghamton  Unirehlty,  exam- . 
7  tnes  programs  to  meet  the  regiofi*8  ne«ds.)  - 

^^y  WoRhlS  BUbiM '     {'  .:      '       , ''"' 

it'  SpMAI  to  \M  Pm%  &  SOn-Bunetln 
.%  I  Scfiithehi  Tier  I6adert  and  residents  must 
tjlict  nb<v  16  fiftht  the  economic  decline  that  ,  - 
Pils^ngulfinatWarea. .  '        ?    '     "' 
f^  'This  is  the  time  for  hirdh'iaded  thinking 
i^  and  concrete  proposals  to  reduce       •   »    -. 
rtinemployment  and  lay  the  foundatidn  for  ' 
♦'•long-term growth.  It  is  th^time  to  thi^w/;  > , 
but  old  Ideas  that  have  b^n  giVeifi  lip'  " 


seWice  for  years  but  have'iot  0todttced  f; . , 
tesults  because  they  do  hot,deaI  With"  ♦• "  ;/•  .,>  - 

Enough  of  boostethm  ahd  blhef ^f  r.  ;**.  is       .   ,=».  ^. , 
empty  phrases.  ,    u     ir-v  V'^;'i.^v'f•r^Y  '^^^^''^^^'^  ' 


realitiel 


■  Bridge  ati'(f  highway  repairs. 
Eflrironitaental  Foliation  Controls 

This  activity  offers  majof  opportunities 
to  train  recerttly  unemployed  managers  and 
engineerJ.  Many  of  the  currently 
fbnctionihg  progtams  are  seriously  ' 
understaffed.  Plans  are  incomplete, 
applications  are  not  processed  on  a  timely 
basis  and  violations  are  not  pursued         \ 
because  of  the  shortages.  In  addition,  many 
of  these  programs  fequire  public 
eooperatiofl  that  can  only  be  maintained  by 
extensive  education  programs.        i 

Needed  pw^ms  include: 

■  Sewage  treatment  expansions  for 
-present  heedithd  to  attraet  new  industries. 
!  ■  H  A  tfttil  plat!  for  the  disposition  of 
piltreiciblc  waste  ihcluding  composting, 

Varirfidthe^  fflethods  6f  waste  reduction,  this 
^(<|itiil  forixtending  the  lives  of 


•I-"/- 


ir  t)ispa«al  ofiolid  wastes  (steel, 
v^  v  ftliimifaumj  plastics,  etc.)  by  returning  them 
.    "  iht6  the  prtduc|ioa  stream; 

;  i  Tempehkfy  stotage  of  haiardous  waste; 
Y  «  Lahd  reclamation."   »>  j :  -^  •  j  ■,  •  '^^  : 
r  •  Watei"  puHficatiort.   '  ^  '^^  :^i  i  -  v: 
•  A  eUrb  to  illegal  dumping. 
'EdocatioilProerams   .'  >  - 
^    .iSpecial.fefriiftiflg'rfrOgfahiJ  for  early 
middle-income  families:  EstimatM  ihdicate  i  f<^tiMiesittd  bfhefs  seekifig  to  Chfthge 
i  that  about  1 5  percent  of  the  dwelling  units  f  '  carters;  Out  schoolJ  heed  teachert  of  ^  .,  , 
in.  n«^«n,« «hA TiA«,>A,.««i»*«itorf    w     » ^- ' mathetfiftfef, thcpfiviiear scifctice*;  '* .5  ■ 

iltibJfttS  arid  biblbgical  sciefid^. 


I  propose  that  we  sholild  cOnCentrtite 
'■■  major  efforts  on  programs  thaf  provide  ^ 
^' jobs,  but  also  help  solve  some  of  our  long 
t;.ttftge  pfoblcms.  The  following  list  is :  :;       , . 
•  derived  from  discussions  with  officials aftd  ^-; 
[•-other  specialists.  ^  ','i^^-:C' 

•>'    Physical  Structures:  Housing  iftdj  -,     •  '    ' 
y  Neighborhood  Development 
?■■'   ■  Affordable  housing  fof  loM-tlftd,'  / ;?  S  : 

■  J|_    !—-.«._-  C^^^IMm.^^  f?riiS^^AA^A  t^Aljk^XiL  '**' 


y{t  Broome  and  Tibga  fcOtintie*  fieed ; .  t     ,-  ^^ 
:  extensive  repairs  br  complete  teplacement.^ . 
^  muiti^ear  proRram  .would  re-employ^  ^  . 
,'construction.worKers,  and  require.  ,      *; . 
'appreiitice  training  as '<vtll.well-dft1ittied 
•programs  with  moderate  tax- afldimeitst*  , ' 
:;rate  subsidies  would  permit  maiiyjd  own 


{ 


t  •;.('•  1  ::i%. 


;  ^n  Neiahbofhood  tifenewif  iMitnatliiaej  > 

fefnolishing  mined  sirticturesj-fWO^Hling 

developifig'rtcreftUofOliid:  i 

jes.  Typical  arfeaiJCHiltbft*'   ' 

Binghamton;  Front  Street?  Wtferi^; 
'J,Floral'AVenue,JohnsdnGily:^^Vi    ' 


business 

, ..  ■  Expanded  Head  Start jprogtams 
,    ■  Meiltdfihg  pfbgllifll  fbr  itudeilti  who 

f  Aeed itJSiStance. ■  v-  '<'  ^d/;'lL*[u"i- ' .  • 
. '  ri Ubti tea'chin to all6w s^milo v 
.  redute  class  iitfH  ih&i^yi  imm  Moft 

^  cnildftri  witH  physJdAI  bi  mental  .y .,  ^ 
V  haiidicapif  dyslexit  and  slb^  leartlers;  hi 
rwelUifiitletfherii,  \<'i-  ?  [.  -^  V  ;. 

■  Extension  of  feachef  iiciivtties  to  12 
P,  tnofithi;  Use  summer  months  for  fpftcjil 
cwltacts  with  parenti  and  c  v 


.••'  c 


t^riunu  rtYciiuc,  .luuiisuiix^iiy.  -0, 7,4V.,      ,  ^  ftotithS;  ust  Summer  months  tor  ipecjii 
|handiSS)edpe^^^ 


,^Vi'sp»«aThoiisfnra^PeaTSKv"^^t'    "^mT^M^"'" "  ' ^^ 

'feiii?.^-''  P?I!^5JSffiffl?^  —  ;  "^  ■  trtlhii^itf^inj  fdftcacliert  to  learn 
hmP.  hbu  mg  fbf  th/Wto  allmd  . '  !ritw  teachlngSSthfldsaird  subject  matter, 

emotionally  handicapped;  gr^iiip  hoUSiti'g*.    .    . ,  Ekpaflsioii  of  formal  teaching  programs,. 

;atid  coordination  tvith  apprenticesnips.  yf^ , 


Srihehomeless.' 


vScirSehind  piiblic  bttildlrig  KnoVations 


I  iNfW  Q6DStitltf i  on 


I*-V':fii^ 
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■v.  %:  "^^i*  i     •outreach  proirams  to  educate 
-.cV'^t    • '■•''''■'*^^  the  publie  about  lead  poiwnlng.    : 

Th«  ohaAMt  bf  suefetit "-' '  * 

Based  upon  the  condition  in  the 
>*  Southern  Tier  and  trendi  in  the  na- 
tion, I  an)  led  to  certain  cdnetuiioni 


'I'  Heahh  PnlipaAia 
i'    ■Prenaidcare; 
j&iBGhilddare." ---^• 
&i^  1^  Raeaith  lirear«  fir  th«  aged  A 
r«Hofn«aift'.''  ' 
5"  ■  De^roAtaetit'of  neW  bta«el 
:  and  proithetie  devices, 


•wr-vuiiuuuva-iu*  "  '  ■  Kcseaiuu  ana  progranis  Rflf  thJ 
care  of  the  elderly. 

*  Expaniion  of  long-term  special- 
ized care. 

I  Expaniion  of  prenatal  care  and 
ehild-care  clinics. 

■  Expaniion  of  post-hospital  care 
programs. 

■  Expaniion  of  hoihe  Issiitanci 
{irograms  for  the  aged. 

-  ■  Expanil6n'of  flubttc'ihehtal 
health  programi|>  including  lueh  un- 
derfunded areat  ai  outpatient  pro^ 
gfami,  community  residence  pro- 
gram* (highly  supervised  and 


tha^^SKRK?L''rfe?  ■  ""ed^MSlSl'irtli^^^^^       /' 
•i?^  «T^tHS{w  riiJ.  -(« >  condltioni  ail  evaluate  theiti. ,  : ' .  , . 

'  :  P«S^\^?^„  u..H,«     cant  ai  the  fedefal  govertimwt  eval-' 

»io!  «ffirfSfriiM«*.  2i  h  !,^Ji%'^  *°"'^  f'^of  'hem,  S6c6ftd,  I,.,  uniuper^liea)  elderfv services  ehii 

nd  r'MSS  o'nturoul,"  '  t«^'*ZSml'S!u.Wfflhd*-'-  i^^^^r^^-' 
These  have U  »iriU'a:..RW?lffilWte^^  •»^'^'" 

^"^*=  ^''i°i?**2:  '- '-  '-^  "^  Most  iittportaftt,  ih«  cjoality  of  th«  .  "** "«*«*• 

'■'■^  2?"''  seiti«  ProtrtBU        . .  ^,  tppiicatlon  and  the  luppoft  otbut 
•^Thefono^iph5^msaref\inc-  ;  politlcallMdenhip  and  th«f  publieV 


iioning  bui.are  limited  in  the 

amount  of  service  provided  because 

•  ihe  ftinds  art  "bapped."  Reduction! 

';  in  federal  fUhds  have  tmated  prob- 

-  lems  when  the  number  of  families ' 

ftceiviflg^  difecl  cash  iUsistance  has 

,;irisen  rrom''2,*00  households  In 

>1989  to  5.000  itl  1992.  -      •  , 

••'    ■  Child mk ttid liiglect,    '. ;! • 

.v'f'li Foster e»r«iH  '    '    •'••■.■',-■'' 

^^■Adoptloii:':;'.!:.  r  '  '•'  ''•'.■' 
Aff,-;! Adult pPotictlon.  '  ■.."" 
';;.;;  ■EmployrtiW  services  (job  self-' 
I/' jufriclency ),',.„,.         .  .,    ,. 
fc;^« Substandard liOusing.  V     ,  " 
•  v;*' ;» ■  Homeless  p^nons  on  public  as-. 

.•.■■"»istance.,;,'.,( '^  ,.  t  ,    ,,■   .„;;;,:  ,;,  .. 

r?.^V^bllcflealttW()giiara»"  r 

I"  iis  Underfbndinfl  of  these  programs 
f  rJtas  caused  delays  in  furnishing 
^  services  or  has  not  permitted  them 
start.    -..•  ■>■•.[)'--■    -■•■  V      ;■ 
HIV  testing.' V  ;-". ,.  ,  V 


must  be  ittpng. 


Head  Start  programs. 
^    ■  Additional  teaeht^i  (b  Jkivej 
,  more  direct  teaching.      .,    '.  ., 
^J^_EBVi«>MJeM   bf,,piijflildil^ 

aUIKlUIH  '  ^.   .  ■'■\  ,  ,i, 

■  Houslfit  consthictioh  ahd  r€nd- 

:•(..      •     "  ■;■■■■> 


Vation. 


■  Neighborhood  Renewal,  i,.;^,/.^/,  jecti.We  rtiuit  set  aside  Ideological 
I  Waste  disposal  programs.  , ,  j,,:  t,iues  ind  be  objective  about  social 

■  Sewer  and  water  programi.  ,;./i<,'  and  economic  needs  and  wlat  can. 
i  Land  redamatloh  programs.' V     be  donet  But  ^whatever  nutbe' 

■  Bridge  irid  higfawa^repairs.  r/'.  -..  done  must  be  done  now.  ■*•.<•  1,-. 


I    I  D^velopitil  iiflall  industries 

'  that  use  cohiputef  technologies  (tie- 

>  in  arrangements  of  smalt  flrms  to 

mi^orproducei%). 

'tnedlcaland 


pe:sWwhotef?d!&  m9' ?^it^  "^ 

^'"iffiSSiy^iotii  edtiiitiiih:^?^;^  I?'**.  '^•J"^  '"««"»- 

idu??fllS'?!ft?ra''i*'fi¥*!?aJld"^^^'  '•  ■  Attracting  large  retailers  for 
ir.n^H  .«H  f^K.!i.hii  ^"''•'  ^downtown  Binghatnton. 
icappedMd special stUdenli.  ,^i^.  v.   iToUfiim  ai  I  major  Income 

'    T  generator.  •    ' 

iWhol6iallngtbntis. 


I  hopei  if  our  MmtAunlty  moves 

Iri  the  directioni  outlined  in  these 

articles,  the  study  committees  give 

serious  consideration  to  the  proba- 

f.-.i'!  d'l  bilitles  of  succew  Of  particular  pro- 
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PERCENT  OF  NON^A^MCtEtURAL  EMPLbYMENT 

WITHIN  THE  BINGHAMTON  METROPOUTAN  AREA 

The  chart  b^lbvy  Illustrates  the  rise  In  non-'manuJacturing  employment 
within  the  Bln^hdtnton  Metropolitan  Statistical  Area. ' 

lu  ia'--,A,.t  ^-i '■'  rffiV,  a  .'i  J •Y-^iS  ^:  a  tf  .\'   , 


80% 


g^iy^  -  -      -  -       -    ^    ■ — ^..  -„.     —    —  ■   .   .   .^    ■ 

19^$      Vi         ,..1980    I,..' ,,,v^  1985     >     ,- ,  A      1990     1992 
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Recovery  depends 
on  right  kinds  of  jobs 


By  MORRIS  BUDIN 

Special  to  the  Press  &  Sun-Bulletin 

Our  political  leadership  and  (he 
American  public  liave  locked  themselves 
in  a  maze  of  ideologies  and  policies  that  are 
contrary  to  realities  in  the  midst  of  our  seri- 
ous economic  depression. 

The  public,  or  should  I  say,  the  media 
that  has  such  an  influence  on  opinions, 
wants  less  government  spending,  lower 
taxes,  reductions  in  the  Federal  deficit,  and 
fewer  mandates  by  state  and  federal  on 
lower  government  levels  to  provide  partic- 
ular services.  Conservative  leaders  favor  all 
of  these  measures  strongly;  lil>erals  are 
somewhat  more  tepid  but  are  not  ready  to 
sunport  policies  in  opposition  because  it 
mignt  mean  electoral  defeats. 

At  the  same  time,  economic  and  social 
realities  call  for  actions  contradictory  to 
the  policies.  The  high  levels  of  unemploy- 
ment among  the  young;  the  explosive 
downsizings  of  industries  that  dump  lar^e 
numbers  of  educated,  skilled  and  well  paid 
persons  into  n  labor  market  that  does  not 
reemploy  them;  our  rapidly  aging  popula- 
tion; our  rapidly  expanding  poverty  popu- 
lation; and  our  decaying  infrastructure 
need  very  different  policies.  The  real  needs 
today  require  more  government  services, 
and  more  government  spending  that  mean 
high  income  taxes  on  higher  income  earn- 
ers and  higher  federal  Jericits,  plus  more 
mandates  to  provide  essential  services. 

Let  us  consider  the  unemployment  con- 
ditions in  the  Southern  Tier  to  support  my 
position.  The  economic  collapse  here  is 
widespread  in  the  country,  so  the  argument 
has  broader  meaning. 

A  recent  study,  "Tomonow's  Jobs, 
Tomorrow's  Workers,"  prepared  by  Mr. 
Joseph  J.  Kozlowrski  and  his  staff  of  the 
New  York  State  Department  of  Labor, 
sets  forth  the  expected  job  market  oppor- 
Uinities  fqr  the  Southern  1  ier.  The  evolu- 
Iffmot  the  job  market  from  a  strong  man- 
utantiring  econoVny  \n  a  so-tailed  service 
economy  with  its  many  serious  problerns 
comes  through  clearly.  Policies  to  cope 
with  the  changes  deserve  full  considera- 
tion. 

The  report  evaluates  career  opportuni- 
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ties  in  153  job  categories  for  the  present  to 
1997.  The  categories  cover  a  wide  range  of 
occupations: 

■  1.  Executives,  administrative  and 
managerial  (8  occupations); 

■  2.  Professional,  paraprofessional  and 
technical  (72  occupations); 

■  3.  Marketing  and  sales  (6  occupa- 
tions); 

■  4.  Administrative  support  and  clerical 
(20  occupations); 

■  5.  Services  (20  occupations); 

■  6.  Precision  production,  aafl  and 
repairs  (20  occupations); 

■  7.  Operatives  and  laborers  (7  occupa- 
tions). 

I've  classifled  future  trends  of  employ- 
ment into  one  of  five  groups  on  the  basis  of 
descriptions  in  the  report: 

■  1 .  Rapid  growth  of  new  jobs; 

■  2.  Some  growth  of  new  jobs; 

■  3.  Basically  replacement  of  older  job 
holders  plus  minor  growth; 

■  4.  Nearly  zero  growth  and  possibly 

declines; 

■  5.  Cleariy  declining  job  opportunities. 
Fuially,  the  job  categories  have  been 

classifiea  as  "Government  Sector"  if  the 
functions  arc  in  the  social  sector.  They  are 
put  iiito  the  "Private  Sector"  if  the  ^^livi- 
ties  ire  primarily  associated  with  selling  for 
profit  and  are  not  generally  financed  by. 
governments. 

Let  us  analyze  the  details  of  the  occu- 
pation opportunities  and  the  policy  impli- 
cations. 
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;;  ■  The  governmenl  sector  will  provide 
(he  lion's  share  of  new  job  opportunities. 
The  strength  will  be  in  the  soaal  services 
and  its  sub-sectors  that  include  hospitals, 
medical  services,  geriatrics,  nursing  horpes, 
and  other  human  services.  Nearly  half  of 

I  the  occupations  in  this  sector  is  expected  to 
experience  very  rapid  growth,  another  37.8 ,. 
percent  will  probably  nave  slower  g«'o?vth, 

f  No  other  seWor  dr  sub-sector  lis  expected 

\  tp  grow  as  fapidly. 

I  However,  this  growth  will  depend  upon 
federal  legislation  and  adequate  financing. 
The  demand  will  be  there,  enhanced  by  an 
aging  population  and  by  opening  the  ser-  ,^ 

vices  to  more  middle  and  lower  income 
families  who  could  not  afford  it  without 
govenmient  insurance. 

■  Education  is  expected  to  be  the  sec- 
ond most  important  growth  sub-sector. 
Again  the  demand  will  be  present,  but  the 
supply  will  depend  on  goverrunent  expen- 

,<dilures.  Over  three  quarters  of  (he  occupa- 
bons  will  expand  rapidly  or  somewhat  if 
'  phancial  Resources  arc  made  available. 
^'  '   ■  GoVb'mrtiMit  "engineering"  occupa- 
■  ;don  omoftUniJies  will  probably  decline. 

■  Overall,  the  government  is  expected 
to  provide  the  major  growth  factor  in  the 

area  a.«;  47  out  of  171  groups  (18 

are  classified  in  both  the  govern-  '  \n\i 

ment  and  private  sectors)  will  be  \ 

fast  growers.                                     >  -V^JS 

■  The  private  sector  does  not  t| 

present  as  positive  a  future.  ^ 
Overall,  out  of  108  occupations  ^ 
38.9  percent  will  jirobably  suffer  s 
employment  declmes,  ana  anolh-  - 
cr  111  percent  might  have  near-  S 
zero  growth.  The  most  serious  ? 
losses  appear  to  be  In  "clerical 
jobs."  "construction"  and  "engi-  — 
nccring." 

In  the  private  sector  the  most 
successful  sub-sector  appears  to 
be  "finance"  with  15.4  percent 
growing  rapidly  and  another  30.8 

rorccnl  growmg  more  slowly. 
Ujwever  these  growths  may  be 
offset  by  the  30.8  percent  that 
might  decline. 

■  The  "construction"  sub-sec- 
tor, although  not  appearing  to 
have  growth  potential  in  this 
study,  does  offer  major  growth 
potentials  if  the  federal  and  state 
g<)vcrnmcnts  provide  funds  for 
various  types  of  housing  and  for 
inrraslruclure  development. 


Mousing  for  moderate  and  low 
income  families  is  essential.  The 
need  for  new  structures  and  for 
rehabilitation  are  evident;  the 
Southern  Tier  also  has  its  home- 
less and  hungry  families  who 
need  shelter.  . 

Other  projects  that  would 
generate  many  jobs  are  in  flood 
controls,  relocation  of  homes  in 
the  flood  plains,  waste  control 
and  disposition,  reforestation, 
and  public  buildings.  The  list  is 
long,  and  nearly  all  items  require 
government  funding. 

■  The  sum  total  of  changes  is 
an  evolution  of  the  Southern 
Tier  from  a  manufacturing  cen- 
ter dominated  by  electronics, 
computers  and  simulators  to  a 
center  for  education,  health  ser- 
vices and  special  programs  for 
the  aged.  If  funds  are  made  avail- 
able, the  "construction"  group 
could  be  revived  by  major  nous-^- 
ing  programs.  -^ 

Adding  to  the  unemployment 
and  job  shift  problems  should  be 
concern  about  the  decline  in 
earnings  as  jobs  change.  Layoffs, 
includmg  '"early  retirements" 
often  imposed  with  a  velvet 
glove,  have  often  affected  better 
paid  positions. 

The  average  worker  earned 
about  $35,000  per  year.  At  mini- 
mum the  12,100  recent  reduc- 
tions in  employment  reduced  the 
area's  income  by  about  $425  mil 
lions  per  year.  Can  these  weB 
paid  positions  be  replaced  at  sim- 
ilar earning  levels?  This  is  doubt- 
ful if  the  jobs  are  created  in  the 
private  sector. 

If  clerical  and  operator  jobs, 
or  others  in  the  service  sector, 
replace  the  lost  positions,  it 
would  be  disastrous  for  commer- 
cial and  housing  sectors.  Salaries 
would  be  reduced  to  a  range  of 
$20,000  per  year,  so  even  if 
12,000  jobs  were  recaptured  the 
area's  income  would  rise  by  less 
than  half  of  the  original  loss. 

Clearly,  policy  must  be  direct- 
ed toward  increasing  emplov- 
mcnt  of  health  professionals, 
housing  builders,  other  construc- 
tion workers,  health  managers 
and  educators.  Salaries  in  these 
fields  will  help  sustain  the  total 
economy. 
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WELFARE  REFORM 


By  MORRIS  BUDIN 

Spoclal  to  the  Press  &  Sun  Bulletin 

Congress  will  be  examining  alterna- 
tives to  current  welfare  laws  — 
including  proposals  on  "worltfare" 
—  shortly.  Several  weeks  ago  the  Clinton 
administration  released  an  mitial  draft  of  a 
welfare  program  that  makes  major 
changes  in  tne  existing  one.  In  addition, 
experimental  programs  were  passed  in  the 
previous  adminislralion  and  are  now 
being  applied  in  Broome  County.  This 
article  compares  these  two  alternatives 
and  also  evaluates  "workfare"  programs 
that  appear  to  be  more  essential  to 
addressing  general  unemployment  as  well 
as  welfare  problems. 
The  Child  Assistance  Program 
,  The  Broome  County  Department  of 
Social  Services,  faced  with  the  potential 
deterioration  of  employment  conditions 
in  the  county,  applied  in  the  1980s  to 
participate  in  a  new  experimental  wel- 
fare program:  The  Child  Assistance  Pro- 
gram (CAP).  Broome  and  five  other 
counties  in  the  stale  were  chosen  for  the 
pilot  program  in  1988. 

CAP  differs  structurally  from  the  tra- 
ditional Aid  to  Families  with  Dependent 

Children  program  (AFDC)  because  it 
emphasizes  policies  to  encourage  the 
work  ethic,  encourage  self-sufficiency 
and  mcrease  the  responsibility  of  the  " 
absent  parent  to  provide  child  support. 

The  redesign  of  the  old  program 
responds  to  the  changing  family  struc- 
ture —  more  families  headed  by  a  single 
female.  The  essence  of  CAP  is  to  move 
the  welfare  program  closer  to  employ- 
ment programs  for  non-welfare  unem- 
ployed persons.  It  is  a  realistic  recogni- 
tion that  the  two  groups  have  some  com- 
mon problems  when  high  rales  of  long 
term  unemployment  are  developing 
ainong  educated  persons  who  hftve  lost 
middle-management,  scientific  and 
skilled  positions. 

CAP  also  recognizes  that  a  long  peri- 
od of  declining  real  wages  has  created  a 
large  class  of  workers  who,  though 
working  hard,  do  not  earn  enough  to 
rise  above  the  poverty  level  and  must  be 
subsidized  in  various  ways. 

The  experimental  CAP  program  seeks 
to  accomplish  the  following: 

■  1.  Break  the  poverty  cycle  as  far  as 
possible  by  establishing  a  principle  that 
both  parents  are  responsible  for  sup- 
porting children.  Court  orders  would  be 
used  to  enforce  financial  support. 

^  2.  Encourage  parents  to  work  by 
allowing  the  wage  earners  to  keep  a 
;  larger  share  of  the  money  earned,  rather 
than  reducing  welfare  benefits  dollar- 
for-dollar  a|;ainst  earnings.  AFDC  bene- 
fits under  CAP  art  rrduced  gradually  as 
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earnings  rise,  sb  there  H  ificenlive  to 
work.  In  addition,  CAP  sets  no  limit  on 
family  savings  and  other  resources; 
AFDC  sets  a  $1.(X)0  limit  Tlius.  CAP  Is 
a  revision  of  altitudes  toward  the  poor: 
assistance  to  help  families  escape  pover- 
ty, rather  Ihon  a  vengeful  requlremetit 
that  keeps  Ihem  poor. 

■  3.  CAP  provides  food  stamp  bene- 
fits in  cash  rather  than  coupons,  reduc- 
ing the  demeaning  aspects  of  welfare 
and  giving  more  responsibility  lo  the 
family.  Families  also  are  provided  indi- 
vidualized case  managers  to  guide  the 
family  to  self-sufficiency. 

CAP  is  an  experiment  that.  I  believe, 
should  introduce  greater  humaneness 
into  the  harsh  conditions  of  poverty.  But 
it  is  only  one  part  of  real  solutions.  Jobs 
—  and  for  many  of  the  unemployed, 
training  matched  lo  jobs  —  are  the  real 
answers.  Without  a  supply  of  job  oppor- 
tunities, the  CAP  or  AFDC  programs 
will  generate  disillusionment  and  even 
violence.  This  will  be  analyzed  further 
below. 

We  turn  now  to  the  recently  proposed 
program  b^  the  Clinton  administration,  t 
do  not  believe  it  is  as  humane  or  as  thor- 
ough as  CAP. 

The  possible  Clinlon  proj^am 
)      Early  in  April  the  Clinton  administra- 
tion released  its  initial  draft  of  a  welfare 
program.  The  draft  refiects  the  adminis- 
tration's concerns  with  the  added  costs 

.( new  programs  and  the  deroga- 
tory iltitudei  of  some  ler'«!°" 
and  many  citizens  'oward  the  poor. 
The  adnunistiation  has  faith  in  e<W- 
cation  and  training  to  make  wel- 
fare recipients  employable  if  coin- 
plementary  assistance  -  Medicaid 
and  child  care  -  are  provided. 
Costs  and  Savtafi 
Aid  to  FamiUes  with  Dependent 
Children  has  been  the  major  wel- 
fare benefit  program.  Approxi- 
mately $22  billion  is  spent  annual- 
ly, and  the  administration  prop^j" 
es  to  increase  that  by  about  $6  bil- 
lion The  plan  calls  for  ending  all 
cash  payments  to  a  family  on  wel- 
fare after  two  years,  but  it  would 
continue  food  stamps  and  Med^ 
aid.  Additional  savings  would  be 
realized  from  five  changes: 

1  Cap  emergency  a*'!!'?.'"^ 
funds  for  families  o"  AFDC^  /^ 
reduce  assistance  to  children  Imng 
withgnindparents;3.refuseaUpay- 
mcnu  to  non-citizens  to  stop  per- 
sons on  welfare  froj"  ,'"^""«  P"„ 
ents  to  migrate  to  the  US  Wraw 

welfare;  4.  place  limits  on  additional 
benefitstorecipientswhohaveaddh 
tional  children;  and  5^  s'reng>hen 
the  program  to  fund  and  force 
absent  parents  to  pay  child  support. 


I  tirsc  proposals  refl:ct  both  cal- 
lousness and  unreality.  A  two  year 
limit  on  cash  grant*  will  certainly 
increase  homelessness.  Unem- 
ployment in  our  economy  is  not  sea- 
sonal or  short  term  cyclical,  so  a 
support  program  must  deal  with 
structural  problems.  This  propos- 
al is  a  way  lo  destroy  further  lam- 
;  ily  structure  among  the  poor 

I  also  find  that  the  proposals  to 
pay  for  the  "new"  welfare  prograin 
do  not  recognize  what  has  happened 
to  the  values  of  AFDC  benefits  over 
the  past  decade. 

Meager  benefits  have  been  con- 
stant in  dollar  terms  for  years,  and 
inflation  has  eaten  further  into 
them. .  There  is  nothing  to  squeeze 
out  of  these  incomes  to  pay  for  new 
programs  for  training. 

The  proposals  to  reduce  pay- 
ments tochildren  living  with  grand- 
parents, to  eliminate  payments  for 
non-citizens,  and  lower  grants  for 
additional  children  would  not  gen- 
erate large  savings.  These  families 
of  grandparents  are  close  to  pover- 
ty. Alien  recipients  (78.750  in  1990) 
got  a  total  of  about  $220  million,  or 
only  1 .0  percent  of  the  annual  bud- 
get for  AFDC.  Jj/:'-' 
Training  and  WorklWw 
The  core  of  the  Ointon  program 
is  to  train  or  retrain  personson  wel- 
fare, to  return  them  to  the  labor 
force.  Initially,  the  intention  is  to 
get  them  into  the  private  sector 
labor  force  primarily ,  but  members 
of  the  administration  admit  many 
trainees  may  have  to  be  absorbed 
into  public  sector  employment.  This 
choice  ^hnnlH  be  bn^ffl  o"  'nd-^' 
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<iiiucLi>nomic  growth  needs,  ralhcr 
than  on  ideological  presumptions. 
The  administration  haj  not  come 
out  with  a  workf«dftf  program- 
workforce  (I  hale  the  term  because 
it  is  demeaning)  is  not  a  new  idea, 
having  had  very  limited  successes 
in  the  nasi.  Some  success  was 
achieved  in  the  Greal  Depression 
of  the  1930s  and  in  President  John- 
son's "War  on  Poverty"  in  the  1960s. 
Various  worWare  programs  were 
instituted  in  the  1960-1988  period. 
Without  reviewing  each  one,  let  us 
summarize  the  reasons  for  their 
very  dismal  results: 

1.  The  tendency  for  local  com- 
munities to  replace  government 
employees  with  "re5|nrained"  work- 
ers, who  were  paid  minimum  wages 
and  whose  costs  were  partially  cov- 
ered by  federal  grants.  Unions 
fought  the  competition. 

2.  Inadequate  funding  for  train- 
mg  mothers  in  the  Work  Incentive 
Program  and  others  like  it. 

3.  Training  for  jobs  that  were 
declinmg  or  non-existent  (often 
because  a  local  director  had  some 

leachers  available  in  that  field). 

4.  Training  for  deadend  jobs  . 

5.  Removing  the  incentive  to  get 
off  welfare  by  reducing  the  AFDC 
benefits  dollar-fordollar  against 
earnings. 

6.  Programs  did  not  provide  care 
of  young  children  at  low  cost,  so 
mothers  could  not  work. 

7.  Loss  of  health  coverage  when 
employed  in  the  private  sector. 

8.  Training  that  did  not  improve 
skills. 

9.  Poor  job  market;  jobs  created 
were  temporary  and  insubstantial. 

10.  Jobs  in  dangerous  neighbor- 
hoods. 

1 1.  Transportation  to  work  was 
expensive  or  lacking. 

12.  Potential  employers  discrim- 
inated against  welfare  recipients 
when  they  applied  for  work. 

^      Improving  Workfare 

General  RecommendaHonii: 

1.  We  must  get  rid  of  the  invidi- 
ous term  "workfare  "  Unemploy- 
ment is  unemployment,  so  the  pro- 
gram must  be  termed  a  "re-employ- 
ment program"  for  all  persons. 

2.  We  must  stop  thinking  about 
unemployment  asbeingshorl-term, 
seasonal  or  cyclical.  Our  unem- 
ployment is  a  mixture  of  cyclical 
andlong-term  secular.  Our  jobsolu- 
tions  must  be  designed  tocope  with 
unemoloyment  that  is  structural. 

3.  We  must  accept  the  fact  that 
solutions  are  not  cheap,  simple,  or 
immediate. 

4.  Our  search  for  solutions  must 
focus  on  what  must  be  done  to 
increase  the  number  of  productive 
jobs,  not  just  "make  work"  jobs. 

5.  The  program  must  emphasize 

^rfwtMrtivilv  not  ntinicl^mnnt 
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Spedflc  Kecominendations: 

1.  Where  possible,  training  pro- 
grams must  be  linked  to  job  oppor- 
tunities that  are  available. 

2.  Jobs  must  be  significant  and 
permanent,  with  opportunities  for 
advancement.  At  the  same  time, 
the  rules  for  hiring,  promotion  or 
dismissal  must  be  the  same  aslhose 
in  the  public  or  private  sectors 

3.  Job  opportunities  must  be 
expanded  in  the  private  sector  as 
well  as  the  public.  The  public  sec- 
tor provides  opportunities  to  meet 
soaal  needs  often  neglected  or  post  • 
poned.  Many  of  these  projects  can 
provide  long-term  employment 
opportunities.  All  of  the  projects 
below  are  examples  of  activities 
that  would  strengthen  our  nation: 

■  Housing  —  subsidized  and  spe- 
cial types  for  handicapped  (include 
renovation  and  new  units). 

■  Environment  protection  — 
flood  control,  land  pollution  con- 
trols, air  and  water  purification. 

■  Waste  collection  and  disposi- 
tion —  hazardous  and  non-haz- 
ardous, solid  and  recyclable. 

■  Urban  redevelopment  .includ- 
ing recreation  facilities. 

■  Construction  —  schools,  clin- 
ics, roads,  bridges,  viaducts. 

■  Services  —  education,  medi- 
cine, police,  care  of  the  elderiy. 

4.  Wages  and  supplements  for 
particular  jobs  must  be  equal  to 
those  provided  in  the  market. 

5.  On-the-job  apprenticeships 
may  be  arranged  for  limited  peri- 
ods; a  share  ofwages  for  these  may 
be  subsidized  by  the  government. 
Only  a  small  portion  of  a  firm's 
labor  force  may  be  apprentices. 
Apprentices  must  not  be  used  to 
replace  permanent  employees. 

This  proposal  uses  the  structure 
and  methods  of  the  free  market, 
something  former  work-fare  pro- 
grams did  not.  It  does  not  take 
advantageofthe  welfare  applicant, 
but  treats  all  unemployed  similar- 
ly. It  also  increases  the  possibility 
of  stimulating  the  employee  to  be 
more  responsible  on  the  job. 

The  role  for  the  government  is 
also  in  the  American  tradition  by 
providing  opportunities  for  the 
nation  to  solve  some  deleterious 
problems  that  retard  our  progress. 
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Debt  and  deficit: 
Tools  or  threats? 


_.L 

By  MORRIS  BUDIN 

Special  to  the  Press  &  Sun-Bulletin 

The  federal  debt  and  deficit  are 
terms  that  instill  Tear  in  the 
hearts  of  voters;  that  drive  poli- 
ticians, from  liberals  to  conser- 
vatives, to  take  to  the  lecture 
circuit  to  damn  it  as  a  threat  to 
nalional  solvency;  that  inspire  evangeliz- 
ing populists  such  as  Ross  Perot  to  bring 
their  wrath  down  on  the  heads  of  leaders 
who  have  not  cut  spending  far  enough. 

The  terms  have  become  rallying  totems 
to  unify  opposition  to  legislation  that 
might  assist  those  who  have  suffered  from 
floods  and  other  natural  disasters.  Terms 
that  cause  presidents  to  withdraw  propos- 
als for  economic  recovery. 

At  the  same  time  the  federal  debt  and 
deficit   arc   magical  terms  whose  defi- 
nitions and  magnitudes  are  altered  at  will. 
Their  effects  can  be  positive  or  negative 
depending  on  who  is  supporting  or  oppos- 
ing a  particular  issue.  Confusion  over  the 
terms  is  magnified  by  comparing  the  fed- 
eral debt  to  an  individual's  debt.  The  in- 
dividual does  not  have  the  flexibility  to 
raise  dollars  to  cover  deficits,  and  the  im- 

f»acts  of  a  personal  debt  on  the  nation  is 
ar  more  limited.  In  addition,  the  func- 
tions of  government  are  not  the  same  as 
individuals. 

In  what  follows,  I  seek  to  explain  the 
debt  and  deficit  as  useful  tools  to  enhance 
policy  making  if  properly  applied,  but  dc- 
stnictive  when  misused. 

Deficits  and  Social  Values 

In  simplest  terms,  an  annual  deficit  oc- 
curs when  the  inflows  of  taxes  and  other 
government  earnings  are  exceeded  by  to- 
tal outflows.  The  outflows  might  be  for 
purchases,  wages,  salaries,  grants  given  to 
persons  or  other  Rovemmcnts,  interest 
charges,  and  all  other  obligations  of  the 
federal  government.  The  national  debt  is 
the  sum  of  deficits  from  1789  to  the  pre- 
sent. 
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It  is  clear  from  the  alternatives  of  taxes 
and  spending  programs  available  that  a 
deficit  is  basically  a  result  of  the  social 
values  affirmed  by  leaders  and  the  politi- 
cal pressures  they  respond  to.  To  what 
degree  they  are  prepared  to  tax  and  how 
these  taxes  are  distributed  are  expressions 
of  values  and  pressures.  In  the  1980s  the 
Reagan  tax  procram  favored  the  wealthy 
because  the  leadership  opposed  high  taxes 
on  this  group  that  was  supposed  to  invest 
to  stimulate  the  economy.  On  the  spend- 
ing side,  it  believed  that  the  lower  income 
families  should  be  forced  to  work,  not 
coddled  by  welfare. 

As  a  result,  taxes  were  reduced  despite 
a  very  large  increase  in  military  spending, 
leaving  extremely  sizeable  deficits  every 
year.  This  deficit  policy  allowed  for  huge 
profits  and  high  salaries  that  were  not 
taxed  heavily. 

By  1992  the  federal  government  raised 
43.6  percent  of  its  tax  receipts  from  in- 
come taxes;  10.8  percent  from  corporate 

profit  taxes;  37.9  percent  from  all  types  of 
social  insurances  paid;  and  7.7  percent 
from  other  minor  sources.  This  distribu- 
tion is  very  different  from  1980,  when 
income  and  corporate  taxes  carried  larger 
shares.  Reflecting  a  change  in  values,  the 
Clinton  plan  is  to  alter  this  distribution 

See  DEBT/Page  4E 
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somewhal  by  raising  taxes  on  higher 
incomes  and  corporations. 

On  the  spending  side  the  values 
and  political  pressures  are  also  evi- 
dent. In  1992  national  defense  ab- 
sorbed 21.6  percent  of  outlays; 
health  6.5  percent;  Social  Security 
and  Medicare  29.4  percent;  unem- 
ployment insurances  and  welfare 
14.3  percent;  net  interest  14.4  per- 
cent, and,  13.8  percent  on  all  other 
expenditures  (environment  protec- 
tion, farm  subsidies,  maintenance 
of  propenies,  etc.).  The  distribution 
was  more  skewed  toward  military 
expenditures  in  the  Cold  War  build 
up.  The  Clinton  program  increases 
social  programs  slightly  throu^  in- 
come adjustments,  although  it  re- 
duces Medicare  and  will  tax  social 
security  payments  of  upper  income 
recipients.  At  the  same  time  it  cuts 
military  expenditures  mildly.  The 
Republicans  prefer  deeper  cuts  in 
social  programs  to  avoid  tax  in- 
creases. Both  are  seeking  to  cut  the 
deficit,  but  both  would  be  dismayed 
by  the  continuation  of  the  depres- 


sion (probably  worse  by  the  Repub- 
lican program)  that  would  automat- 
ically redistribute  expenditures 
toward  more  welfare,  unemploy- 
ment insurance  and  other  subsidies 
at  the  same  time  as  tax  revenues 
decline. 

Furthermore,  let  us  not  neglect 
the  costs  of  a  national  health  pro- 
gram that  is  the  major  issue  for  the 
public. 

How  Large  Is  (he  Denctt? 

There  is  no  single  answer  to  the 

Question:  What  is  the  size  of  the 
cficit?  Each  answer  depends  on 
what  policies  art  being  considered. 
The  Treasury  Department  uses  a 
gross  public  debt  figure  that  includ- 
es securities  issued  by  the  Rural 
Electrification  Administration,  and 
other  non-marketable  depository 
and  retirement  bonds.  The  gross 
debt  figure  is  $4.2  trillion  for  1992. 
Based  on  the  "official"  figure,  the 
deficit  is  $290.2  billion  for  1992;  it 
was  $269.5  billion  in  1991  and 
$220.5  billion  in  1990. 

In  an  attempt  to  measure  the  rel- 
ative drain  of  the  deficit  on  our  in- 
come generating  activity  some  ana- 
lysts  compare   the   deficit   to   the 


Gross  Domestic  Product  (GDP) 
From  1990  through  1992  the  defi- 
cits as  a  percent  of  GDP  were,  re- 
spectively, 3.99  percent.  4  75  per- 
cent, and  4.85  percent. 

At  one  time  the  federal  budget 
did  not  include  the  Social  Security 
and  other  retirement  funds  because  i 
these  are  supported  by  separate  I 
taxes  and  are  expected  to  be  self- . 
supporting.  A  number  of  years  ago,  ' 
economists  concluded  that  all  in- 
flows and  outflows  through  trust 
funds  should  be  included  in  the  fed- 
eral budget  to  have  a  complete  pic- 
ture. As  these  trust  funds  have  been 
running  surpluses  the  "official"  def- 
icit is  being  understated  Congress 
raised  social  security  taxes  suppos- 
edly to  cover  future  increased  out- 
flows. In  reality,  the  tax  increase 
was  a  substitute  for  income  taxes 
that  had  to  be  raised  to  cover  rising 
deficits  in  the  1980s.  The  Social  Se- 
curity tax  increase  could  have  been 
delayed. 

If  one  wants  to  derive  better  esti- 
mates of  the  impacts  of  the  deficits 
on  employment  levels,  one  must  re- 
fine budget  figures  further.  Expen- 
ditures and  receipts  that  have  direct 
impacts  on  employment  must  be 
used.  At  present,  we  want  to  reduce 
unemployment  from  close  to  8  per- 
cent to  a  more  acceptable  level  of  3 
to  4  percent.  To  accomplish  this, 
the  deficit  that  has  been  in  the 
range  of  $290  billion  would  have  to  \ 
be  increased  by  another  $150  to  ) 
$175  billion.  I 

The  additional  deficit  would  pro- 
vide funds  for  such  programs  as:  (I) 
infrastructure  renovations  (roads,    | 
flood  controls,   bridges,   railroads, 
schools,  etc.)  that  employ  large 
numbers  of  lower  skilled  workers; 
(2)  expanded  social  projects  (educa-   [ 
tion,  geriatrics,  child  care,  mental   I 
health,  drugs,  etc.);  (3)  environmen-   I 
tal  control  programs;  and  (4)  a  na- 
tional health  program.  I 

In  addition,  lax  increases  on  high    | 
income  families  to  make  our  tax 
system  fairer  and  curb  the  growth  of  i 
deficits  where  it  is  needed. 
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Who  'owns' 
the  national  debt? 

Analysl*  of  th*  burden  of  th«  iiatloflal  d«>b(  may  bo  clar- 
ified by  undorvtaiKflng  wtto  aro  ttw  holdara  of  H  and  what 
thay  Mm.  Tha  Intaratt  on  Iha  dabi  waa  14.4  paicant  of 
axpwtdltura  In  tha  1092  tadaral  budgat 

Tlia  following  chart  aummarlxaa  ownaraMp,  parcant  of 
dabt  o«vnad,  and  parcant  of  tha  budgal  paid  to  itta  ownara: 


Ownara 

U.S  Treasury  and  Trual  ^urxJa 
(Including  rstlrefnent  aocoonta) 
Federal  Resarva  Banka  < 

Private  Invaetora: 

■  commercial  tjanks 

■  money  market  funds 
a  insurance  Companiea 

■  other  companies 

■  state  and  local  govarrvnants 

■  savings  bonds  held  by  pobtc 

■  mlGcsllaneous  U.S.  govammant  agendas 

■  foreign  govammanta 

TOTALS  ,-  ;V     ;• 


P#ro9tit 

Paroant 

owttad 

paM 

25.5 

3.7 

7.4 

1.0.. 

67.0 

fl.7 

{6.1 

(0.9 

<2.1    . 

(0.3 

(4.4 

;  (0.6 

^4.8 

(0.6   ' 

(13.7) 

(2.0 

(3.6) 

(0.5 

(18i!) 

(2.6   . 

(12.0) 

(1.7) 

■I 


100 


14.4 


The  aaminga  of  IM  U.S.  TraAMry  and  ttw  krUMnrntt*  It 
managaa  aam  26.6  pareatil  tk  Ota  MtaraM  (8.7  fMfeant  of  tta 
antira^uMgat  «xpandHur«).',TMa  MM  goaa  to  wUmta  ttta 
funda  that  wWba  paw  WlhtbiW^WclailaiiHWeMSaoumy 
and  other  ratharnant  ptegitrM.  IDttMt  aaminga  of  tha  Tlaa*  < 
aury  are  Ifitamal  ttanafara  artthln  WXl  gwrartiiWant  -.^  r 

A  portion  of  tita  aarnlngt  of  tha  Padaral  Raaaf««  Banka  la 
also  paid  tb  tha  gevarnmant  !>!•  hdMlrtM  by  atata  and  local 
govammanta  and  naUenal  aoaMM  total  31.6  paream  of  tha 
daflcft.  Paymant  to  iheaa  hcMara  at*  alad  uaad  to  puithaaa 

aaivleaa  for  tha  puMe-r"' '.';■.•,•' y,,;  ■jU^^-'.-'^i  I'    '">k'lJ- 
Whan  aO  intMWit  ptfyfnMit*  tM#«  iilMiMiy  btumad  W 
tha  puWIe  bt  ea^  or  aarviMt  ifto^^toMad,  Ihty  aqual  IJ 
parcant  of  tha  budgat  —  60.1  pateani  of  an  Intataat  paM. 

Pilvata  Invaatbra  (banka,  monay  martcat  funda,  inaur«M4 
compamaa  and  othara)  aam  Inttratt  equal  to  2.4  parcant  of 
tha  total  budget;  tonMgn  bwaatofa  earn  1.7  parcant  of  tha 
budget  . 

One  can  readHy  obaarv*  from  Iha  analyala  that  a  laraa 
proportk>n  of  the  debt  paymanta  tatum  to  the  general  pubfle. 
Prograaalva  meome  taxea  can  eepa  wWi  ihe  reat;  tha  nnall 
amount  going  to  foMlgnan  Hi  not  aattoua.  An  m  an.  tha 
burden  of  tha  diargea  la  not  a  major  problem.    ^         ^  _ 

— Mortia  Budin 


President  Clinton's  program  was   ! 
originally  a  very  limited  move  in   i 
these  directions.  His  lax  proposals  I 
were  to  reduce  taxes  on  low  income 
families  and  raise  them  moderately 
on  higher  incomes.  His  other  major 
proposals  were  to:  (I)  train  welfare    ■ 
recipients  so  they  could  be  em- 
ployed; (2)  retrain  workers  who 
have  lost  jobs;  (3)  assist  students   I 
who  seek  higher  education;  (4)  seek   ' 
to  stimulate  urban  distress  areas  by 
developing  "enterprise  zones;"  and 
(5)  a  national  health  program. 

His  programs  have  been  cut  back 
in  negotiations  with  conservatives 
in  both  parties  whose  primary 
threat  is  the  deficit.  Clinton  has  • 
been  pushed  back  so  far  that  his 
program  looks  more  like  Bush's 
proposals.  He  is  placing  more  de- 
pendence on  lower  interest  rates 
that  are  supposed  to  stimulate  the 
private  sectors.  We  have  low  inter- 
est rates  but  no  evidence  of  recov- 
ery. 

Would  we  be  worse  off  if  we 
adopted  the  proposals  made  bvihe 
conservatives?  I  believe  so.  They 
propose  to  reduce  the  deHcit  by;  ( 1 ) 
cutting  all  government  expenditures 
on  a  whole  range  of  social  pro- 
grams; (2)  reducing  taxes  on  the 
wealthy  (especially  on  capital 
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gains);  (3)  lowering  inleresi  latcs; 
(4)  expanding  exports;  and  (5)  mak- 
ing industry  more  efTicient. 

Although  the  conservative  recov- 
ery program  appears  on  the  surface 
to  be  feasible,  even  the  sponsors  are 
not  completely  convinced.  They 
have  been  reluctant  to  be  very  spe- 
cific. The  extreme  cuts  in  govern- 
ment spending  coupled  with  the 
"dov/nsizing"  m  the  private  sector 
would  deter  recovery  now.  Oppor- 
tunities to  export  are  limited  by  de- 
pressions in  other  nations  and  their 
efforts  to  protect  jobs  at  home.  Al- 
though emciency  is  a  laudable  goal, 
there  is  no  evidence  that  it  has  in- 
creased sales  and  employment. 
The  Deficit  as  a  Tool 
to  Btlance  the  Economy 

Our  nation  needs  a  policy  that 
would  maintain  an  average  real 
growth  rate  of  3  to  4  percent  per 
year.  Given  our  income  distribu- 
tion, our  saving  patterns,  and  our 
demographic  structure  this  growth 
rate  would  require  deficits  that  av- 
erage out  to  about  3.5  percent  of 
our  GDP.  In  recession  years  the  ra- 
tio might  have  to  rise  to  8  percent, 
and  in  strong  prosperities  surpluses 
should  replace  deficits. 

A  national  growth  program  must 
have  real  investments  in  human  re- 
sources, durable  public  capital,  and 
research.  Maintaming  high  employ- 
ment economy  allows  us  to  avoid 


the  losses  of  potential  output  that 
can  never  be  regained.  Labor  re- 
sources that  are  not  used  are  lost 
forever.  Estimates  of  such  loss  are 
about  $350  billion  in  1991  when 
unemployment  was  lower  than  now 
for  1993  we  are  probably  losing 
about  $450  billion,  and  includes 
losses  of  $100  to  $150  billion  of  an- 
nual private  investment. 

It  is  not  only  the  size  of  the  defi- 
cit, but  what  we  use  the  funds  for. 
Will  we  expend  our  deficits  to  en- 
hance our  resources?  Solve  our  ma- 
jor social  problem?  Rebuild  our 
devasted  areas?  Improve  our  envi- 
ronment? The  money  is  only  a  tool. 

Concerns  about  Dericits 
and  Debts 

Some  conservative  economists 
have  expressed  concerns  that  gov- 
ernment borrowing  to  cover  a  defi- 
cit tends  to  raise  the  cost  of  borrow- 
ing resulting  in  "crowding  out"  of 
private  investors  who  cannot  pay 
the  higher  rales.  Perhaps  the  situa- 
tion could  develop  in  prosperous 
times  when  interest  rates  and  de- 
mands for  loans  are  high.  It  is  not 
the  case  in  downturn  periods.  Cur- 
rently interest  rates  and  loan  de- 
mands are  low  so  the  fear  of  pres- 
sures on  borrowers  is  unfounded. 

Perot  and  a  number  of  ultra-con- 
servative legislators  are  on  a  cru- 
sade to  reduce  the  deficit  now  to 
zero  and  even  go  beyond  to  start 


paying  off  the  debt  from  surpluses. 
The  advocates  should  explain  in  de- 
tail how  high  they  would  raise  taxes 
and  who  would  bear  the  burden. 
Also,  what  expenditures  of  govern- 
ment would  be  eliminated  and  how 
would  these  affect  stability  and 
growth  of  the  country.  This  pro- 
gram would  be  destructively  defla- 
tionary. 

The  Real  Issues  Today 

The  real  issues  involving  the  defi- 
cit today  are  not  the  burden  it 
would  place  on  the  economy  in  the 
future.  This  problem  is  minor  and 
can  be  handled  by  reasonable  taxing 
and  spending  policies  that  fit  eco- 
nomic conditions.  The  fundamental 
issues  are  how  our  government  at- 
tempts to  solve  the  economic  and 
social  crises  we  are  in. 

Sensible  choices  that  stimulate 
economic  growth,  curb  social  and 
environmental  deterioration,  cor- 
rect urban  and  rural  decay,  educate 
our  labor  force  so  we  can  maintain 
low  unemployment  levels  are  the  es- 
sentials. 

If  we  concentrate  on  the  real  is- 
sues and  use  the  tax  system  to  com- 
plement our  social  and  economic 
needs  the  deficit  problem  will  lake 
care  of  itself 

The  deficit  is  a  tool  not  an  objec- 
tive. If  used  properly  we  can  ac- 
complish significant  goals.  Improp- 
er use  would  be  destructive. 
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Congressman  Kanjorski  and  members  of  the  House  of 
Representatives:   Thank  you  for  coming  to  Binghamton  to  soHcit  our 
views  on  the  economic  future  of  the  Southern  Tier.   My  name  is 
Donald  A.  Dellow.    I  am  president  of  Broome  Community  College,  an 
institution  that  has  played  a  major  role  in  the  preparation  of  the  local 
work  force  for  nearly  50  years. 

I  am  sure  that  you  have  already  reviewed  a  copy  of  the  final 
report  of  a  study  of  this  area  that  was  completed  under  a  contract 
from  the  New  York  State  Department  of  Economic  Development 
(Economic  Adjustment  Strategy  for  the  Southern  Tier  Region  of  New 
York  State).   The  study  reviewed  extensively  the  strengths  and 
weaknesses  of  our  area  and  made  some  preliminary  recommendations 
on  how  to  revitalize  our  economy.  Others  at  this  hearing  will 
assuredly  review  those  recommendations  and  the  subsequent  actions 
that  have  been  taken  to  respond  to  some  of  our  problems.   I  will  not  go 
into  these  areas.    Instead,  I  would  like  to  offer  recommendations  that  I 
believe  will  assist  community  colleges  in  providing  the  services 
necessary  to  train  young  people  and  continually  retrain  adults. 


205 

Each  year  for  the  last  several  years,  the  non-traditional  students 
(those  who  have  not  just  graduated  from  high  school)  at  our 
community  colleges  have  been  increasing  in  numbers.   This  group 
consisted  of  individuals  who  had  been  terminated  from  their  jobs, 
women  and  men  who  had  been  on  welfare  for  a  number  of  years  and 
wanted  to  improve  their  lives,  part-time  students  who  were  employees 
in  local  companies  tr3dng  to  become  eligible  for  promotions  and,  in 
some  cases,  professionals  who  were  preparing  for  a  new  profession. 
All  evidence  indicates  that  for  most  community  colleges  in  the 
Northeast,  this  trend  will  show  a  drastic  reversal  this  fall.    Already,  at 
Broome  Community  College  applications  from  this  group  are  down 
from  approximately  950  last  year  to  less  than  650  this  year,  or  a  35% 
decline  in  enroUlment.   Why? 

A  number  of  federal  initiatives  have  impacted  this  particular 
group  of  individuals.   In  spite  of  all  our  concern  for  creating  new  jobs, 
we  have  stripped  away  the  systems  that  have  been  bringing  people 
back  to  re-train.  The  first  of  these  barriers  is  the  lack  of  funding  for 
re-training  under  the  Trade  Readjustment  Act.     Individuals  displaced 
from  their  jobs  because  of  international  competition  were  eligible  for 
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unemployment  benefits  and  two  years  of  additional  college  training. 
Each  year  Broome  Community  College  had  between  100  and  200 
individuals  attending  who  were  preparing  for  new  careers.    Now  there 
are  none  of  these  individuals.  Apparently  the  language  or  the  funding 
has  not  been  resolved,  so  potentially  thousands  of  individuals  in  our 
area  do  not  have  the  financial  support  that  once  existed  for  retraining. 
This  was  a  highly  successful  program  for  the  nation  and  the         •■.      '• 
individuals  themselves.   Can  we  get  this  program  back  on  line? 

A  second  barrier  to  the  returning  adult  students  has  been  the 
revision  of  the  tax  law  concerning  the  tax  deduction  status  of  expenses 
employers  made  for  employees  who  took  courses  at  the  community 
college.   Dozens  of  employers  used  to  reimburse  employees  for 
improving  their  knowledge  and  skills.   Now,  many  fewer  employers 
can  afford  to  continue  this  incentive  for  their  employees  without  the 
tax  deduction.   And,  the  number  of  part-time  students  has  dropped 
precipitously.   Do  we  believe  in  a  world  class  work  force  or  not?  If  so, 
I  would  recommend  we  readdress  this  issue  in  the  tax  law. 

Another  thing  that  has  impacted  the  return  of  adults  to 
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community  colleges  is  the  recent  and  pervasive  trend  to  emphasize 
"jobs  first."   At  both  the  state  and  federal  levels  there  seem  to  be  less 
interest  in  funding  longer  term  (up  to  two  years)  training  activities. 
Do  we  really  think  that  getting  more  people  into  entry  level  jobs  is 
going  to  make  this  country  a  stronger  competitor?   Do  we  think  we 
can  sell  enough  hamburgers  and  french  fries  to  strengthen  the  dollar 
against  the  German  mark  and  the  Japanese  yen?   I  thought  we 
wanted  to  build  a  world  class  work  force  that  could  design  and  build 
quality  products  for  the  world  market. 

I  would  ask  that  you  encourage  those  initiatives  in  Congress, 
such  as  the  school-to-work  transition  bill,  that  give  support  to 
students,  young  and  old,  who  are  going  into  full,  lengthier  technical 
and  professional  educational  programs.    It  may  take  a  little  longer  to 
see  the  benefits,  but  the  better  skilled  and  competent  work  force  that 
should  result  will  ensure  our  future  competitiveness. 

In  summary,  I  would  ask  that  you  review  the  impact  of  the 
Trade  Readjustment  Act  and  the  tax  law  regarding  deductibility  of 
educational  benefits  paid  by  an  employer.   These  two  federal 
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legislative  changes  are  directly  impacting  the  number  of  non-         '•. 
traditional  students  attending  Broome  Community  College.   Also,  I 
encourage  you  to  support  the  funding  of  educational  programs  that 
allow  for  the  development  of  world  class  technical  or  professional 
skills.   Community  colleges  are  providing  the  most  cost  effective 
quaUty  educational  programs,  but  without  federal  and  state  support, 
many  individuals  who  have  suffered  from  our  weak  economy  will  not 
be  able  to  use  our  services.  '.  ••  - 

Thank  you  for  this  opportunity  to  explain  how  several  federal 
legislative  barriers  have  affected  community  colleges  in  our  region. 


DAD:dd 
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Chairman  Kanjorski  and  Members  of  the  Subcommittee: 

My  name  is  Che-Yu  Li.  I  am  a  professor  and  chairman  of  the 
Department  of  Materials  Science  and  Engineering  at  Cornell  University.  For 
the  past  15  years  my  own  research  has  been  increasingly  concentrated  in  the 
field  of  electronic  packaging.  Since  1985  Cornell  has  furthermore  been 
building  an  extensive  interdisciplinary  research  program  in  this  field,  for 
which  I  am  the  director. 

Electronic  packaging  provides  the  physical  infrastructure  required  to 
assemble  and  integrate  microelectronic  systems.  As  such  it  touches  upon  any 
manufactured  product  that  contains  microelectronic  controls  and  sensors,  and 
packages  represent  a  vital  part  of  computer  and  telecommunications  products. 
Specifically,  the  package  supplies  the  electrical  power  to  run  semiconductor 
chips,  removes  the  heat  generated,  and  provides  interconnects  for  information 
input  and  output.  Currently,  this  is  a  limiting  factor  for  cost,  performance, 
and  reliability  of  many  microelectronic  systems.  It  should  also  be  recognized 
that  the  materials  and  manufacturing  technologies  used  in  electronic  packaging 
apply  equally  well  to  a  range  of  other  high  technology  products,  notably  in 
the  medical  sector. 

The  electronic  packaging  program  at  Cornell  is  currently  supported  by 
major  US  corporations,  US  industry  consortia,  the  National  Science 
Foundation  and  the  State  of  New  York.    The  mission  of  the  program  is  to 
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perform  precompetitive  research  in  order  to  enhance  the  competitiveness  of 
US  industry.  Since  electronic  packaging  related  businesses  already  have  a 
strong  presence  in  the  southern  tier,  we  are  furthermore  exploring  additional 
ways  of  contributing  to  the  startup  of  new  businesses,  as  well  as  to  the  growth 
of  existing  ones  in  the  field.  For  example,  we  have  established  an  Advanced 
Electronic  Packaging  Facility  which  not  only  supports  our  own  program  but 
also  offers  a  unique  resource  of  equipment  and  services  not  commonly 
available  to  small  and  mid  size  manufacturers. 

The  economy  of  the  Southern  Tier,  like  that  of  many  other  regions  in 
the  US,  is  clearly  influenced  by  both  the  defense  downsizing  and  the 
transition  to  an  information  economy.  The  arrival  of  an  era  of  information 
economy  driven  by  computer,  software,  and  telecommunication  industries  is 
now  certain.  Business  and  consumer  spending  on  microelectronic  products 
and  related  manufacturing  equipment  accounts  for  38%  of  all  economic 
growth  since  1990,  and  this  is  just  the  hardware  part  of  the  information 
technology.  For  most  Americans,  the  transition  to  the  new  economy  will 
mean  opportunities  for  jobs  and  prosperity  but  some  will  lose,  or  have  lost, 
their  jobs  as  companies  reorganize  their  business  and  manufacturing 
operations  to  take  advantage  of  the  new  developments.  These  displaced 
workers  will  add  substantially  to  the  pool  already  created  by  the  defense 
downsizing. 

A  strategy  for  job  development  and  economic  growth  in  the  Southern 
Tier  is  to  invest  in  information  technology,  in  order  to  maximize  the 
opportunities  brought  by  the  information  economy.  We  already  have  a  strong 
base  of  information  technology  in  the  region,  as  represented  by  major 
corporations  such  as  IBM,  Xerox,  Kodak,  and  Coming,  all  in  leadership 
positions  in  their  respective  technologies,  as  well  as  a  large  number  of  small 
companies.  Another  part  of  the  technological  base  is  represented  by  three 
research  universities,  Comell,  Binghamton,  and  Alfred,  located  within  easy 
driving  distance  from  each  other.  These  universities  have  made  strong  efforts 
to  develop  working  relationships  with  local  industry  and  among  themselves. 
The  infrastructure  thus  provided  should  permit  the  effective  leverage  of 
federal  programs  to  enhance  the  startup  of  new  businesses  and  the  growth  of 
existing  ones  in  the  region. 

To  further  strengthen  the  infrastructure  in  electronic  packaging,  we  have 
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recently  formed  the  Southern  Tier  Network  of  Electronic  Packaging  FaciUties. 
This  Network  includes  facilities  at  Binghamton  University,  Cornell  University 
and  IBM-Endicott,  offering  a  comprehensive  collection  of  sophisticated 
equipment  and  technical  expertise  not  readily  available  to  a  typical  small  or 
mid  size  business.  The  Network  is  aimed  at  providing  services  for  design, 
fabrication,  and  testing  of  electronic  packaging  and  materials  to  permit  a  more 
rapid  development  cycle  and  prototyping  than  would  otherwise  be  possible  for 
small  businesses  lacking  the  equipment  and  expertise. 

The  State  of  New  York  provides  financial  support  to  both  Cornell  and 
Binghamton  facilities.  Also,  close  working  relations  are  being  established 
between  the  Network  and  the  NY  State  Technology  Development 
Organizations  (TDO's)  and  other  state  agencies.  The  primary  function  of  the 
TDO's  is  to  provide  extension  and  technology  transfer  services  to  small 
manufacturers.  The  success  of  the  Network  will  be  ensured  by  the  association 
with  these  TDO's  and  their  success  in  industrial  extension  and  outreach 
activities. 

Federal  programs  such  as  the  Technology  Reinvestment  Project,  the 
Advanced  Technology  Program,  and  those  of  the  Small  Business 
Administration  could  be  of  great  benefit  to  this  region.  Their  support  would 
permit  a  significant  expansion  and  acceleration  of  a  range  of  ongoing  efforts 
currently  supported  by  industry  and  the  State  of  New  York.  We  are  therefore 
actively  seeking  the  guidance  of  the  respective  federal  agencies  regarding 
participation  in  these  programs. 
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Job  Development  and  the  Economic  Future  of  the  Southern 
Tier 

It  is  a  pleasure  to  discuss  the  economic  future  of  the  Southern  Tier  with  you  today.   And  it  is  most  encour- 
aging to  see  that  the  concerns  of  the  region's  business  community  are  being  solicited  by  this  subcommittee. 

It  is  critical  in  today's  business  environment  to  have  all  elements  of  the  community  working  to  improve  the 
quality  and  standard  of  life  in  the  Southern  Tier.   To  this  end,  I  will  describe  where  we  at  Loral  Federal 
Systems-Owego  find  ourselves,  and  how.. .working  together  as  a  community...we  can  revitalize  the  Southern 
Tier.  ..-  .^  ^^  ,..  „.,  t. 

Let  me,  first,  address  how  we  view  the  current  economic  condition  of  the  Southern  Tier.   You  will  not  be 
surprised  that  our  situation  is  not  very  much  different  from  that  of  other  mid-size  cities.    Older  industries  are 
struggling  to  cope  with  increasing  costs  of  doing  business.  Taxes  are  creeping  up  to  offset  losses  in  revenue. 
The  economy  is  evolving  to  become  service-  rather  than  manufacturing-  based. 

Like  some  other  areas,  the  Southern  Tier  has  excellent  academic  resources  and  can  boast  a  hard-working 
workforce  dedicated  to  the  prosperity  and  stability  of  their  community. 

Competing  nationally,  though,  is  difficult.   Faced  with  rising  unemployment,  due  to  a  drop  in  manufacturing 
jobs,  we  see  hourly  and  weekly  earnings  that  arc  the  lowest  in  the  state  of  New  York  and  second  lowest  in 
the  Northeast  only  to  Johnstown,  PA.   In  fact,  the  unemployment  rate  has  risen  dramatically  in  the  last  six 
years  -  from  3.1%  in  1988  to  7.3%  in  1994  -  as  non-agricultural  jobs  declined  during  that  period  by  1 1,400. 
By  comparison,  the  number  of  jobs  in  the  U.S.  grew  by  6.8%,  the  number  statewide  declined  4.5%,  but  in 
the  Southern  Tier  the  number  declined  by  9.3%. 

Two  significant  factors  have,  from  our  perspective,  coalesced  to  create  this  situation:   Diminishing  opportu- 
nities in  the  high-technology  defense  industry  and  the  constantly  increasing  tax  burden  on  businesses  and 
individuals. 
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On  the  first  point,  the  area  was  once  considered  rich  in  both  high  technology  and  high  salary  jobs.   Associ- 
ated with  the  birthplace  of  IBM  and  Link  flight  simulators,  the  region  has  over  the  past  two  decades  become 
largely  dependent  on  the  health  of  the  defense  industry.   As  local  companies  invested  in  the  research  and 
development  necessary  to  support  their  bids  for  advanced  technology  weapons  systems,  two  conditions 
resulted.    First,  they  attracted  highly  skilled  and  educated  professionals  who  came  and  settled  in  this  area. 
Second,  they  ensured  that  the  educational  resources  of  the  area  were  adequate  to  support  and  challenge  their 
own  educational  growth  as  well  as  that  of  their  families.   This  highly  skilled  workforce  supported  the  area's 
cultural  activities  as  well  as  its  economy.  .      .  , 

On  the  second  point  of  discussion,  I  draw  on  the  experience  of  Loral  Federal  Systems-Owego  in  the  defense 
electronics  market.   We  have  seen  the  precipitous  end  to  a  nearly  half-century  struggle  against  communism 
and  aggression.  This  struggle  was  costly  for  the  American  people,  but  at  the  same  time  created  a  huge 
industry  that  was  geared  solely  to  support  the  nation's  military  needs.   As  the  U.S.  military  downsizes  its 
forces  and  seeks  a  more  appropriate  mission  for  the  future,  our  industry  which  supported  the  military  must 
also  downsize  and  seek  a  more  appropriate  way  to  maintain  its  revenue  and  support  its  customer.   One 
avenue  which  the  military  is  using  to  deal  with  the  downsizing  is  expanding  the  missions  of  existing  plat- 
forms such  as  the  Light  Airborne  Multi-Purpose  System  (LAMPS)  helicopter. 

At  this  time,  I  would  like  to  personally  thank  Representative  Hinchey  for  his  direct  involvement  in  sup- 
porting the  remissioning  and  restoration  of  funding  for  the  LAMPS  helicopter  program.   The  LAMPS 
program  is  one  of  the  largest  programs  at  Loral  Federal  Systems-Owego. 

Since  the  late- 1980s,  the  defense  market  has  witnessed  a  significant  decline  in  total  size  and  number  of  new 
opportunities.  With  the  end  of  the  Cold  War,  the  market  in  defense  electronic  systems  in  which  Loral,  Link, 
Martin  Marietta  and  others  operate  is  declining  from  $39  billion  per  year  in  1989  to  less  than  $26  billion  per 
year  by  1997  or  roughly  one-third  in  just  eight  years.  Just  to  maintain  marketshare  requires  an  aggressive 
investment  strategy  to  support  the  necessary  research  and  development  that  will  ensure  viable  products  and 
solutions  for  a  customer  whose  mission  and  spending  habits  have  been  altered  dramatically.   For  example, 
the  original  plan  for  the  B-2  Bomber  was  132  aircraft  which  was  reduced  to  80  and  now  the  program  is 
slated  to  conclude  with  only  20  aircraft  produced.   The  Senate  has  recently  passed  legislation  to  maintain  the 
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industrial  base  for  the  B-2  stealth  technologies  for  one  more  year  to  assure  that  businesses  which  own  and 
produce  critical  technologies  do  not  parish. 

Various  government  partnerships  have  attempted  to  help  defray  the  burden  to  the  defense  industry.    For 
example,  the  Advanced  Research  Projects  Agency's  (ARPA)  Technology  Reinvestment  Program  (TRP) 
identified  seven  technologies  of  critical  importance  to  the  industrial  base  of  the  United  States  that  would,  if 
exploited,  encourage  defense  conversion.   These  technologies  were  identified  as  those  that  defense  contractors 
could  compete  to  develop  and  thereby  transition  their  own  manufacturing  capabilities  and  technical  skills  to 
develop  jobs  in  non-defense  related  markets.   This  approach  has  demonstrated  some  potential.   For  example, 
we  have  been  able  to  apply  the  principals  of  electronic  warfare  algorithms  as  a  basis  for  developing  algo- 
rithms used  in  address  recognition  for  the  U.S.  Postal  Service. 

Also  necessary  for  successful  defense  conversion  is  fuU  support  for  defense  acquisition  reform.   We  support 
Secretary  of  Defense  William  Perry  in  his  efforts  to  reduce  dependence  on  'mil-spec'  parts  and  streamline  the 
acquisition  process  to  reduce  the  overhead  associated  with  participating  in  the  defense  procurements. 
Enacting  acquisition  reform  is  good  for  all  parties:    It  reduces  the  cost  of  defense-related  acquisitions  in  an 
ever  shrinking  defense  budget:    It  enables  defense  industries  to  become  competitive  in  the  commercial  mar- 
ketplace by  allowing  them  to  purchase  and  use  high  quality  commercial  parts  when  appropriate. 

Government  should  provide  incentives  for  industry  and  academia  to  respond  to  natural  market  forces  and 
then  provide  the  stimulation  to  keep  those  partnerships  viable.    Ffforts  such  as  the  University  Industry 
Public  Partnership  for  Economic  Growth  (UnlPEG),  Partnership  2000,  Integrated  Electronics  Engineering 
Center  (lEEC),  and  individual,  specific  contract-related  research  and  development  projects  with  local  univer- 
sities must  be  nurtured  and  held  accountable  for  producing  tangible  results.   The  resuhs  of  these  activities 
should  then  be  promoted  by  the  New  York  Congressional  delegation  as  these  initiatives  compete  for  federal 
funding  and  viability  in  the  marketplace. 

Tax  relief  to  individuals  and  businesses  will  make  the  Southern  Tier  a  more  attractive  place  for  a  highly 
skilled  workforce.   It  will  allow  local  industry  to  compete  nationally.   Tax  relief  packages  that  encourage 
existing  companies  to  remain  in  the  area  and  that  provide  incentive  for  others  to  relocate  into  the  Southern 
Tier  will  ensure  that  those  companies  can  reinvest  for  the  future  revitalization  of  the  Southern  Tier. 

Job  Development  and  the  Economic  Future  of  the  Southern  Tier      3 


216 


In  conclusion,  working  together  we  can  revitalize  the  Southern  Tier  by  focusing  on  the  areas  I  discussed. 
Congress  must  increase  support  to  the  defense  industry  by  stimulating  partnerships  with  industry  which 
encourage  defense  conversion  and  support  acquisition  reform  to  enable  cost-effective  transfer  of  defense  tech- 
nologies into  the  commercial  marketplace.   State  and  local  government  must  reduce  the  tax  burden  such  that 
new  businesses  relocate  to  the  area  to  capitalize  on  the  highly  skilled  and  educated  workforce  in  the  Southern 
Tier.   And  the  community  must  continue  to  make  the  Southern  Tier  a  desirable  area  for  economic  growth 
and  development.   Together  we  can  revitalize  the  Southern  Tier. 
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OPERATION      S.E.E.D. 
SOCIO-ECONOMIC      EMPOWERMENT      THROUGH      DEMOCRACYl 


INTRODUCTION : 

Two   serious  problems   facing  planners   concerned  with  specific, 
indigent-community  economic  development   are: 

(1)  How  to  attract  productive  enterprises,    and 

(2)  Who   to  attract. 

These  problems  are  not  mutually  exclusive.  Unfortunately,  the 
latter  is  often  ignored  in  the  zeal  to  visibly  address  the  former. 
By  not  focusing  on  the  intersection  of  these  domains,  m\inicipal  de- 
velopment agencies  increase  the  risk  of  attracting  too  many  enter- 
prises that  consider  only  private  costs  and  benefits;  consequently, 
they  do  little  or  nothing  to  support  the  socio-economic  development 
agenda  of  their  host  communities. 

Consider,  for  example,  a  stratagem  to  increase  minority  par- 
ticipation by  awarding  state  and  local  contracts.  The  work  is  com- 
pleted, the  contractor  paid,  and  development  policy  is  'seen'  to  be 
served.  But,  are  community  development  objectives  truly  achieved? 
Are  incomes  raised  so  that  poverty  rates  fall?  Do  poor  communities 
become  more  self  reliant  as  a  result  of  traditional  development 
programs?   Who  is  helped  when  poor  people  consume? 

Seeking  the  answer  to  these  questions  and  designing  effective 
procedures  that  foster  development  while  correcting  inequities  is  at 
the  heart  of  OPERATION  S.E.E.D. 

The  essence  of  the  problem  -  indigent  population  dependence. 
Planners  must  identify  production  and  consultation  dependency  sources 
in  order  to  determine  which  within-community  import  substitutes  and/ 
or  export  opportunities  are  least  dependent  on  outside  communities 
for  purchases  and  most  dependent  for  sales.  In  other  words,  an 
analysis  of  general  dependency  on  non- target-population  sources  for 
production  inputs,  a  leakage  of  income  from  the  commionity,  and  mar- 
kets, an  income  injection.  We  can  then  predict  those  economic  ac- 
tivities that  are  most  likely  to  allow  significant  levels  of  income 


^Ttie  development  project,  Socio-Economic  Eiipowennent  through  Democracy,  Operation  S.- 
E.E.D., was  conceptualized,  named,  and  developed  by  Prof.  Michael  C.  Monroe,  Ph.D.   The 
Westside  Innercity  Association  of  Syracuse,  NY,  Inc.,  is  administering  this  project  within 
its  boundaries  and  utilizing  the  name  iirplied  by  the  acronym  "S.E.E.D."  under  specied.  license 
from  and  in  cooperation  with  Dr.  Monroe. 
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to  be  retained  by  firms  and  workers  within  target  communities  and, 
therefore,  available  for  development. 

Accordingly,  this  project  responds  to  the  concerns  expressed 
above  and  to  the  singular  needs  of  communities  like  Binghamton, 
Elmira  and  Coming,  in  the  Southern  Tier.  Because  of  the  time  con- 
straint, I  am  limiting  my  remarks  to  Binghamton  -  specifically  Cen- 
sus Tracts  5  and  10  through  13.  In  each  of  these  tracts,  more  than 
3  8%  of  households  are  below  the  poverty  line.  Binghamton,  NY,  is 
multi-racial  but  predominately  white,  with  a  high  percentage  of  the 
city's  residents  in  the  low-  to  moderate- income  category;  in  1990, 
almost  20%  existed  below  the  poverty  line.  Within  the  five  tracts 
mentioned  above  neighborhood  unemployment  is  relatively  high  and 
participation  in  the  labor  force  is  relatively  low,  especially  for 
African-American  residents. 

As  expected,  African  American,  Asian,  and  Hispanic  citizens  are 
generally  worse  off  in  all  categories  of  distress.  However  as 
stated  above,  Binghamton  has  a  low  minority  population.  There  are 
just  over  53,000  residents  within  the  central  18  census  tracts. 
And:  White,  92%;  African  American,  5%;  Native  American,  .3%;  Asian, 
2.2%;  and  other  races,  .6%.  However,  just  over  18%  of  whites  are 
poor  and  over  42%  of  blacks.  Furthermore,  in  some  of  the  most  dis- 
tressed tracts  there  are  many  working  poor  earning  just  25%  more 
than  the  poverty  line.  In  fact,  in  Tract  11,  over  70  percent  of  the 
residents  exist  at  incomes  below  125%  of  the  poverty  line.  Finally, 
more  than  25%  of  the  poor  are  children  under  18. 

For  more  on  this  subject  and  the  data  see  the  printout  of  the 
Binghamton  OPERATION  SEED  slide  presentation  in  your  packet,  and/or 
contact  the  author. 

What  can  be  done?  Business  as  usual  has  not  and  will  not  work. 
In  the  1990 's  and  beyond,  any  realistic  development  program  must  not 
only  establish  economically  viable  enterprises  and  jobs  but  must 
simultaneously:  provide  training  while  earning  income;  provide  af- 
fordable daycare;  provide  affordable  health  care,  including  sub- 
stance abuse  rehabilitation;  address  affordable  housing  needs,  es- 
pecially home  ownership;  provide  a  mechanism  to  remove  people  per- 
manently from  welfare;  provide  a  mechanism  to  become  financially 
self  sufficient,  i.e.,  not  dependent  on  public  monies.  And,  this 
program  must  EMPOWER  the  citizens  of  the  communities  it  serves. 

OPERATION  SEED  is  designed  to  address  the  problems  outlined 
above.  This  project  has  been  in  developnent  since  1987.  Now,  it  is 
under  license  to  the  Westside  Innercity  Association  (WIA)  of  Syra- 
cuse, NY.  Additionally,  interest  has  been  expressed  by  the  City  of 
Syracuse,  private  citizens,  members  of  the  business  community,  and 
the  Assembly  person  who  represents  the  district  containing  WIA. 
(See  enclosed  S.E.E.D.  plan  for  WIA,  S.E.E.D.  slide  notes,  news  ar- 
ticles and  letters.)   Now,  consider  OPERATION  SEED. 
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OVERVIEW  OF  THE  PROJECT: 


THE  PRIMARY  OBJECTIVE  OP  OPERATION  SEED  IS  TO  CREATE 
SUSTAINABLE  EMPLOYMENT  WITH  EQUITABLE  INCOME  LEVELS  FOR 
SIZABLE   NUMBERS   OF   TARGETED  CITIZENS. 

Given  the  lessons  of  indigent  development  history  -  both  mi- 
nority and  white,  this  objective  requires  the  establishment  of  in- 
tegrated, community  based  enterprises  producing  goods  and  services 
for  'domestic'  and  'export'  demand,  where  domestic  and  export  refer 
to  intra-  and  extra- target-community  markets,  respectively.  Addi- 
tionally, for  such  ventures  to  initially  survive,  break  even,  and 
ultimately  succeed  some  type  of  long-term  supporting  mechanism,  a 
socio-economic  infrastructure,  must  be  established.  This  infra- 
structure must  address  economic  and  social  needs,  the  latter  in- 
cluding day-care  facilities  and  substance-abuse  treatment-to- job 
oriented  halfway  houses.  And,  it  must  be  controlled  by  and  readily 
accessible  to  community  residents. 

THUS,  THE  OFFERING  BY  S.E.E.D.  IS  A  FORMULATION  OF  BOTH 
TACTICAL,  ENTERPRISE  CREATION,  AND  STRATEGIC,  ENTERPRISE 
CREATION  AND  MAINTENANCE,  RECOMMENDATIONS  THAT  ARE  DESIGNED 
TO  OPERATE  IN  CONCERT. 

To  sustain  such  a  structure  there  must  be  some  unifying  force, 
one  capable  of  creating  and  maintaining  simultaneous  short-  and 
long-term  development  operations  in  a  climate  of  justice  and  equity 
-  one  that  can  be  accepted  with  confidence,  especially  by  the  indi- 
gent. The  primary  recommendations  are  centered  around  the  method- 
ology for  establishing  specially  organized  employee-owned  firms  and 
supporting  organizations  within  the  areas  of  greatest  need. 

TO  ACHIEVE  THIS  REQUIRES  ADDRESSING  THE  DUAL  PROBLEMS 
OF: 

( 1 )   PREPARING  INDIGENT  WORKERS   FOR  THE  RIGORS  OF 
RESPONSIBLE  ENTERPRISE  OWNERSHIP;   AND, 

( 2  )   ADVANCING  THE  IMMEDIATE  OPPORTUNITY  TO  EARN  AN 
INCOME   GREATER   THAN   THAT   AVAILABLE   THROUGH 
PUBLIC   MAINTENANCE   PROGRAMS   OR   THROUGH   PAR- 
TICIPATION  IN   THE   INFORMAL   ECONOMY,   E.G., 
CRIMINAL   ACTIVITIES. 

It  has  been  recognized  that  most  people  in  poor  communities 
lack  both  the  skills  and  confidence  to  own  and  operate  medium-  to 
high-employment  generating  activities.   Therefore,  a  structure  al- 
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lowing  transition  from  worker-pawn  to  community-conscious,   demo- 
cratic self  management  (DSM)  for  firms  has  been  designed. 


THE  CORNERSTONE  OF  THIS  STRUCTURE  WILL  BE  A  FOR-PROFIT 
HOLDING  AND  NON-PROFIT  DEVELOPMENT  CORPORATION,  TO  BE  LO- 
CATED WITHIN   SELECTED   DEPRESSED  AREAS   WITHIN  BINGHAMTON 

The  for  profit  corporation  shall  be  called  F.I.R.M.S.,  Inc., 
(Fundamental  Incubation  and  Resource  Management  Services),  and  the 
non-profits  will  be  SEED  and  the  C. E.D. (Center  for  Economic  Democ- 
racy, Inc.);  F-C-,  Inc.. 

OVER  THREE  TO  FOUR  YEARS,  THIS  ORGANIZATION  IS  TO 
ESTABLISH,  NURTURE,  AND  DEVELOP  A  MAXIMUM  OF  12  ENTERPRISES 
PER  REPLI CABLE  INCUBATOR  -  EACH  CAPABLE  OF  EMPLOYING,  ON 
AVERAGE,  40-45  RESIDENTS  OF  THE  TARGET  AREA.  IN  ALL  - 
WITHIN  ANY  SINGLE  FACILITY  -  F.I.R.M.S.,  WILL  HAVE  THE  CA- 
PACITY TO  CREATE  ABOUT   50  0   JOBS. 

Within  the  incubator,  embryonic  corporations  are  to  be  ini- 
tially organized  as  proprietary  firms;  they  are  to  be  wholly  owned 
subsidiaries  of  F-C,  Inc.  During  a  three-  to  four -year  incubation 
period,  employees  will  receive  literacy  and  skill  training.  And, 
they  will  be  taught  the  responsibilities  of  business  ownership. 

WHEN  AN  INCUBATED  COMPANY  DEMONSTRATES  THAT  IT  COMPLIES 
WITH  PRE-SET  CRITERIA  FOR  RELOCATION  WITHIN  TARGETED 
NEIGHBORHOODS  IT  IS  SOLD  TO  ITS  EMPLOYEES  THROUGH  AN  EM- 
PLOYEE STOCK  OWNERSHIP  PLAN   (ESOP) . 

In  part,  monies  from  the  ESOP  sale  attract  no  tax  liability  if 
they  are  re-invested  in  new,  zone-based  enterprises  by  F-C, Inc. 
Additionally,  with  leveraged  ESOP  buy-outs  tax  advantages  are  also 
enjoyed  by  the  new  self-managed  enterprises,  the  employee-owners, 
and  the  lending  institution. 

The  afore-mentioned  Strategy  is  proposed  in  three  consecutive, 
interdependent  phases.  Phase  I's  function  is  the  preliminary  work 
required  to  launch  the  'Strategy';  in  toto,  it  should  be  completed 
within  18  weeks.  Phase  II  is  the  fifteen-month  period  required  to 
establish  F-C,  Inc.,  and  to  implement  the  business  plans  for  the 
first  three  firms.  Finally,  during  Phase  III,  years  two  through 
five,  we  expect  to  commence  operations  in  firms  four  through  12. 


81-702  0-94-8 
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Binahamton  SOCIO-ECONOMIC  DEVELOPMENT  PROJECT  -  GOALS  AND  OBJEC- 
TIVES: 

The  primary  objective  of  the  Binghamton  Operation  S.E.E.D.  de- 
velopment project  is  to  initiate  a  pilot  program  within  the  target 
tracts.  If  successful,  we  aspire  to  assist  in  the  establishment  of 
this  race-  and  region  neutral  model  in  targeted  areas  throughout  the 
State  of  New  York.  As  stated  in  the  overview,  ultimately.  Operation 
SEED  is  expected  to  create  sustainable  employment  with  equitable 
income  levels  for  sizable  numbers  of  targeted  citizens.  After  the 
identification  of  both  "internal  and  external  markets"  Operation 
SEED  will  create  business  ventures  that  are  responsive  to  those  do- 
mains; this  will  be  accomplished  through  the  establishment  of  the 
integrated,  community  based  enterprises  referred  to  above. 

In  order  to  acconplish  this  goal,  the  S.E.E.D.  Development  Project 
has  defined  the  following  preliminary  procedures: 

(1)  Operation  SEED  will  perform  an  analysis  of  the  Binghamton 
target  to  determine  patterns  of  income  and  consumption  by  community 
residents . 

(2)  Initially,  Operation  SEED  will  identify  up  to  100  potential 
business  enterprises  which  will  respond  to  community-based  consumer 
demand  as  reflected  in  patterns  of  income  and  consumption. 

(3)  Operation  SEED  will  establish  a  facility  to  launch  at  least 
three  business  enterprises  by  the  end  of  Phase  II  and  three  of  these 
companies,  one  every  four  months,  for  each  of  the  four  years  of 
Phase  III.  These  ventures  are  designed  to  provide  permanent  jobs 
within  the  EDZ  and,  eventually,  the  target  community,  at-large. 


In  outline  form,  the  project  phases  are: 
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PHASE:  DU- 
RATION 


OPERATION 


I:   Four  to 
five  months 


II:  Fifteen 
months 


Identify  human  and  non- 
human  resources;  identify 
production  possibilities 
and  market  areas;  iden- 
tify and  apply  for  Phase 
II,  Phase  III  financing; 
identify  area  resources 
and  TA  providers,  etc. 

Organize  F-C,  Inc., 
within  the  EDZ;  obtain 
financing,  continuing 
procedures  implemented  in 
Phase  I;  begin  procedures 
for  obtaining  Phase  III 
financing;  recruit  per- 
sonnel for  first  three 
firms;  begin  training; 
iiiplement  F-C  procedures; 
operations  for  firms  1  to 
3  commence . 


$45,000 


$2.  9m 


III:   Two  to  Operations  of   F-C,    Inc.; 

four  years  begin     operations      for 

firms  4  through  12;  seek 
replacement  for  firms 
exiting  the  incubation 
facility.  F-C  becomes 
financially  independent 
between  years  four  and 
five. 


$1.8m, 

partially  self- 
financed  until 
four  years  ops 
completed.  To 
be  determined 
in  Phase  II. 
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Please  note:  The  author  claims  Intellectual  and 
proprietary  rights  to  this  and  any  other  papers 
and  materials  presented  to  the  Westside  Innercity 
Association  of  Syracuse,  NY,  its  associates,  and 
other  persons  and/or  organizations  -  prior  to, 
including,  and  subseQtuent  to  the  date  of  this  docu- 
ment . 


PREPARED  BY:  July  8,  1994 


Michael  C.  Monroe,  Ph.D. 
25  Hilton  Rd. 
Dryden,  NY  13053 
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Westside  Innercity  Association 


Presents 


Empowerment  Zone  Presentation 

Operation  S.E.E.D 

Socio-Jiconoinic  Lmpowermenl  Inrougn  Uemocracy 

a  new  concept  in 
Neighborhood  Economic  Development 

Dr.  Mike  Monroe 

and 

Ken  Jackson 

Provide  a  Presentation  of  a  model  self- financing 
Small  Business  Incubator 

May  24,  1  994,  2:00  p.M.  ^5:15  p.M. 
Ciiy  HaU,  Common  CouncH  ChAMbERS 
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CONFIDENTIAL 


OPERATION      S.E.E.D. 
SOCIO-ECONOMIC      EMPOWERMENT      THROUGH      DEMOCRACYl 

PROPOSED      BINGHAMTON      DEVELOPMENT      PROJECT      « 


OVERVIEW: 


THE  PRIMARY  OBJECTIVE  OF  OPERATION  S.E.E.D.  IS  TO  CRE- 
ATE SUSTAINABLE  EMPLOYMENT  WITH  EQUITABLE  INCOME  LEVELS  FOR 
SIZABLE     NUMBERS     OF     TARGETED     CITIZENS. 

Given  the  lessons  of  indigent  development  history  -  both  minor- 
ity and  white,  this  objective  requires  the  establishment  of  inte- 
grated, community  based  enterprises  producing  goods  and  services  for 
'domestic'  and  'export'  demand,  where  domestic  and  export  refer  to 
intra-  and  extra- target-community  markets,  respectively.  Addition- 
ally, for  such  ventures  to  initially  survive,  break  even,  and  ulti- 
mately succeed  some  type  of  long-term  supporting  mechanism,  a 
socio-economic  infrastructure,  must  be  established.  This  infra- 
structure must  address  economic  and  social  needs,  the  latter  includ- 
ing day-care  facilities  and  substance-abuse  treatment-to-job  orient- 
ed halfway  houses.  And,  it  must  be  controlled  by  and  readily  acces- 
sible  to  community  residents. 

THUS,  THE  OFFERING  BY  DEVELOPERS  WITHIN  BINGHAMTON,  NY, 
IS  A  FORMULATION  OF  BOTH  TACTICAL,  ENTERPRISE  CREATION,  AND 
STRATEGIC,  ENTERPRISE  CREATION  AND  MAINTENANCE,  RECOMMENDA- 
TIONS    THAT     ARE     DESIGNED     TO     OPERATE     IN     CONCERT. 

To  sustain  such  a  structure  there  must  be  some  unifying  force, 
one  capable  of  creating  and  maintaining  simultaneous  short-  and 
long-term  development   operations   in  a  climate  of   justice  and  equity 


'The  development  project,  Socio -Economic  Enpowerment  through  Democracy,  Operation  S.E. 
E.D.,  vras  conceptualized,  named,  and  developed  by  Prof.  Michael  C.  ttonroe,  Eti.D. ,  Presently, 
the  Westside  Innercity  Association  of  Syracuse,  NY,  Inc.,  is  administering  this  project  within 
its  boundaries  emd  utilizing  the  name  iirplied  by  the  acronym  "S.E.E.D."  under  special  license 
from  and  in  cooperation  with  Dr.  Monroe.  Itiis  licensing  arrangement  is  available  to  other 
development  organizations  serving  the  indigent. 
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-  one  that  can  be  accepted  with  confidence,  especially  by  the  indi- 
gent. The  primary  recommendations  are  centered  around  the  methodol- 
ogy for  establishing  specially  organized  enployee-owned  firms  and 
supporting   organizations  within  the  areas  of   greatest  need. 

TO  ACHIEVE  THIS  REQniRES  ADDRESSING  THE  DUAL  PROBLEMS 
OF: 

(1)  PREPARING  INDIGENT  WORKERS  FOR  THE  RIGORS  OF 
RESPONSIBLE      ENTERPRISE     OWNERSHIP;      AND, 

( 2  )  ADVANCING  THE  IMMEDIATE  OPPORTUNITY  TO  EARN  AN 
INCOME  GREATER  THAN  THAT  AVAILABLE  THROnGH 
PUBLIC  MAINTENANCE  PROGRAMS  OR  THROUGH  PARTIC- 
IPATION IN  THE  INFORMAL  ECONOMY,  E.G.,  CRIMI- 
NAL     ACTIVITIES. 

It  has  been  recognized  that  most  people  in  poor  communities 
lack  both  the  skills  and  confidence  to  own  and  operate  medium-  to 
high-eit^loyment  generating  activities.  Therefore,  a  structure  al- 
lowing transition  from  worker -pawn  to  community-conscious,  democrat- 
ic  self  management    (DSM)    for   firms  has  been  designed. 

THE  CORNERSTONE  OF  THIS  STRUCTURE  WILL  BE  A  FOR-PROFIT 
HOLDING  AND  DEVELOPMENT  CORPORATION,  TO  BE  LOCATED  WITHIN 
THE      BINGHAMTON     ECONOMIC      DEVELOPMENT      ZONE      (EDZ) . 

The  corporation  shall  be  called  F.I.R.M.S.-C.E.D.,  Inc.,  [(Fun- 
damental Incubation  and  Resource  Management  Services) - (Center  for 
Economic  Democracy,    Inc.)]    or  F-C,    Inc. 


OVER  THREE  TO  FIVE  YEARS,  THIS  ORGANIZATION  IS  TO 
ESTABLISH,  NX7RTURE,  AND  DEVELOP  A  MAXIMUM  OF  12  ENTERPRISES 
PER     REPLICABLE      INCUBATOR      -      EACH  CAPABLE     OF     EMPLOYING,      ON 

AVERAGE,      4  0-45     RESIDENTS     OF     THE     EDZ     TARGET     AREA.  IN    ALL     - 

WITHIN     ANY     SINGLE     FACILITY     -     F-C,      INC.,      WILL     HAVE     THE     CA- 
PACITY    TO     CREATE     ABOUT     500     JOBS. 

Within  the  incubator,  embryonic  corporations  are  to  be  initial- 
ly organized  as  proprietary  firms;  they  are  to  be  wholly  owned  sub- 
sidiaries of  F-C,  Inc.  During  a  three-  to  four -year  incubation  peri- 
od, employees  will  receive  literacy  and  skill  training.  And,  they 
will  be   taught   the  responsibilities  of  business  ownership. 

WHEN  AN  INCUBATEf)  COMPANY  DEMONSTRATES  THAT  IT  COMPLIES 
WITH     PRE- SET     CRITERIA     FOR     RELOCATION     WITHIN     TARGETED     NEIGH- 
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BORHOODS   IT   IS   SOLD   TO   ITS   EMPLOYEES   THROUGH   AN   EMPLOYEE 
STOCK  OWNERSHIP   PLAN   (ESOP). 

In  part,  monies  from  the  ESOP  sale  attract  no  tax  liability  if 
they  are  re-invested  in  new,  zone-based  enterprises  by  F-C,Inc. 
Additionally,  with  leveraged  ESOP  buy-outs  tax  advantages  are  also 
enjoyed  by  the  new  self-managed  enterprises,  the  employee-owners, 
and  the  lending  institution.  ,~ 

The  aforementioned  Strategy  is  proposed  in  three  consecutive, 
interdependent  phases.  Phase  I's  function  is  the  preliminary  work 
required  to  launch  the  'Strategy';  in  toto,  it  should  be  conpleted 
within  18  weeks.  Phase  II  is  the  fifteen-month  period  required  to 
establish  F-C,  Inc.,  and  to  implement  the  business  plans  for  the 
first  three  firms.  Finally,  during  Phase  III,  years  two  through 
five,  we  expect  to  commence  operations  in  firms  four  through  12. 


BINGHAMTON  SOCIO-ECONOMIC  DEVELOPMENT  PROJECT  -  GOALS  AND  OBJEC- 
TIVES : 

The  primary  objective  of  the  Operation  S.E.E.D.  developnent  pro- 
ject is  to  initiate  a  program  within  the  Binghamton  Economic  Devel- 
opment Zone  (EDZ) .  If  successful,  we  aspire  to  assist  in  the  estab- 
lishment of  this  race-  and  region  neutral  model  in  targeted  areas 
throughout  the  State  of  New  York.  As  stated  in  the  overview,  ulti- 
mately. Operation  SEED  is  expected  to  create  sustainable  employment 
with  equitable  income  levels  for  sizable  numbers  of  targeted  citi- 
zens. After  the  identification  of  both  "internal  and  external  mar- 
kets" Operation  SEED  will  create  business  ventures  that  are  respon- 
sive to  those  domains;  this  will  be  accomplished  through  the  estab- 
lishment of  the  integrated,  commvinity  based  enterprises  referred  to 
above. 

In  order  to  accortplish  this  goal,  the  development  project  has  de- 
fined the  following  preliminary  procedures: 

(1)  Operation  SEED  will  perform  an  analysis  of  the  Binghamton 
EDZ  to  determine  patterns  of  income  and  consumption  by  community 
residents . 

(2)  Initially,  Operation  SEED  will  identify  up  to  100  potential 
business  enterprises  which  will  respond  to  comm\inity-based  consumer 
demand  as  reflected  in  patterns  of  income  and  consuitption . 
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(3)  Operation  SEED  will  establish  a  facility  to  launch  at  least 
three  business  enterprises  by  the  end  of  Phase  II  and  three  of  these 
con5)anies,  one  every  four  months,  for  each  of  the  four  years  of 
Phase  III.  These  ventures  are  designed  to  provide  permanent  jobs 
within  the  EDZ  and,  eventually,  the  target  community,  at-large. 


In  outline  form,  the  project  phases  are: 


PHASE: 
DDRATZON 


OPERATION 


COST 


I :   Four 
to  five 
months 


Identify  human  and  non- 
human  resources;  iden- 
tify production  possi- 
bilities and  market  ar- 
eas; identify  and  apply 
for  Phase  II,  Phase  III 
financing;  identify  ar- 
ea resources  and  TA 
providers ,  etc . 


$45,000 


II:  Fif- 
teen 
months 


Organize  F-C,  Inc., 
within  the  EDZ;  obtain 
financing,  continuing 
procedures  implemented 
in  Phase  I;  begin  pro- 
cedures for  obtaining 
Phase  III  financing; 
recruit  personnel  for 
first  three  firms;  be- 
gin training ;  implement 
F-C  procedures;  opera- 
tions for  firms  1  to  3 
commence . 


$2.  9m 


III:  Two 
to  four 
years 


Operations  of  F-C, 
Inc.;  begin  operations 
for  firms  4  through  12; 
seek  replacement  for 
firms  exiting  the  incu- 
bation facility.  F-C 
becomes  financially  in- 
dependent between  years 
four  and  five. 


$1.8m, 
partially 
self-financed 
until  four 
years  ops  com- 
pleted. 
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NEED  FOR  THE  PROJECT:  ^  T 

Two  serious  problems  facing  planners  concerned  with  specific, 
indigent-community  economic  development  are: 

(1)  How  to  attract  productive  enterprises,  and 

(2)  Who  to  attract. 

These  problems  are  not  mutually  exclusive.  Unfortunately,  the 
latter  is  often  ignored  in  the  zeal  to  visibly  address  the  former. 
By  not  focusing  on  the  intersection  of  these  domains,  municipal  de- 
velopment agencies  increase  the  risk  of  attracting  too  many  enter- 
prises that  consider  only  private  costs  and  benefits;  consequently, 
they  do  little  or  nothing  to  support  the  socio-economic  development 
agenda  of  their  host  communities. 

Consider,  for  exarrple,  a  stratagem  to  increase  minority  partic- 
ipation by  awarding  state  and  local  contracts.  The  work  is  conplet- 
ed,  the  contractor  paid,  and  development  policy  is  'seen'  to  be 
served.  But,  are  community  development  objectives  truly  achieved? 
Are  incomes  raised  so  that  poverty  rates  fall?  Do  poor  communities 
become  more  self  reliant  as  a  result  of  traditional  development  pro- 
grams? Who  is  helped  when  poor  people  consume? 

Seeking  the  answer  to  these  questions  and  designing  effective 
procedures  that  foster  development  while  correcting  inequities  is  at 
the  heart  of  this  research  and  iitplementation  proposal . 

The  essence  of  the  problem  -  indigent  population  dependence. 
We  must  identify  production  and  consumption  dependency  sources  in 
order  to  determine  which  within-community  import  substitutes  and/  or 
export  opportunities  are  least  dependent  on  outside  commxinities  for 
purchases  and  most  dependent  for  sales.  In  other  words,'  an  analysis 
of  general  dependency  on  non-target  population  sources  for  produc- 
tion inputs,  a  leakage  of  income  from  the  community,  and  markets,  an 
income  injection.  We  can  then  predict  those  economic  activities 
that  are  most  likely  to  allow  significant  levels  of  income  to  be 
retained  by  firms  and  workers  within  target  communities  and,  there- 
fore, available  for  development. 

Accordingly,  this  project  responds  to  the  concerns  expressed 
above  and  to  the  singular  needs  of  Binghamton,  specifically  Census 
Tracts  5  and  10  through  13,  as  well  as  designated  areas  in  the  Vil- 
lages of  Endicott  and  Johnson  City  and  the  Town  of  Union.  In  the 
Binghamton  Tracts  18%  of  White  and  42%  of  Black  households  are  below 
the  poverty  line.  Binghamton,  NY,  is  multi-racial,  with  a  high  per- 
centage of  the  city's  residents  in  the  low-  to  moderate- income  cate- 
gory; in  1990,  almost  20%  existed  below  the  poverty  line.   Within 
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the  Binghamton  distressed  neighborhoods  unen^loyment  is  high  and 
participation  in  the  labor  force  is  relatively  low. 

Initially,  as  part  of  Phase  I  data  collection  and  analysis. 
Operation  Seed  will  commission  an  EDZ  Commercial  Market  Survey 
(EDZCMS) .  This  study  is  expected  to  yield  an  overview  of  selected 
economic  activity  and  problems  within  municipal  Binghamton.  Staf4t» 
will  examine  all  major  commercial  streets  in  the  city,  identifying 
business  nodes,  and,  in  consultation  with  the  Zone  Administrator, 
they  shall  select  several  prototype  nodes  for  in-depth  analysis. 
Hopefully,  at  least  two  of  the  prototype  nodes  will  be  either  within 
or  similar  to  the  Binghamton  EDZ,  i.e.,  similar  in  demographics, 
socioeconomic  status,  and  geographic  location.  Thus,  the  findings 
and  recommendations  of  the  EDZCMS  are  expected  to  provide  further 
documentation  of  the  economic  and  commercial  needs  of  the  Binghamton 
community. 

Expected  key  obstacles  facing  this  community  include  the  poor 
physical  condition  of  buildings,  a  high  vacancy  rate  for  commercial 
structures,  business  tenants  with  weak  managerial  skills,  under- 
capitalization, lack  of  cooperation  between  merchants,  and  a  poor 
mix  of  businesses  in  relation  to  the  needs  of  the  community.  A 
critical  problem  is  the  declining  household  base  and  the  loss  of 
more  affluent  households  to  outlying  districts.  Because  of  the  per- 
ception of  shoppers  and  business  owners  of  crime  and  the  lack  of 
security  prevalent  in  similar  urban  locales,  we  expect  to  discover  a 
quantifiable  negative  social  climate. 

The  EDZCMS  shall  provide  some  strategy  recommendations  in  re- 
sponse to  identified  problems.  The  strategy  focuses  on:  the  devel- 
opment of  entrepreneurial  enterprise  (see  descriptions  above  and 
below) ,  including  the  provision  of  technical  assistance,  merchant 
networking  and  organization;  market  analysis  and  inproving  the  mix 
of  goods  and  services  demanded  by  the  commiinity;  the  rehabilitation 
of  commercial  space;  and,  the  identification  of  investor  financing. 
In  addition,  the  strategy  involves  the  stabilization  and  growth  of 
households,  through  housing  rehabilitation  and  new  housing  develop- 
ment, and  the  improvement  of  "Socio-economic  Environmental  Quality 
(SEQ) " .  Inter  alia,  at  a  minimum  acceptable  standard,  SEQ  will  al- 
low inhabitants  to  produce  the  equivalent  of  their  physical  demands, 
enjoy  leisure,  and  nurture  children.  Finally,  the  EDZCMS  will  recom- 
mend special  operational  procedures  to  implement  strategy  recommenda- 
tions . 


PROJECT  STAFF: 

It  is  expected  that  SEED  will  be  administered  by  a  nonprofit 
corporation  that  is  devoted  to  community  develojonent  work  in  materi- 
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ally  deprived  communities  in  the  aforementioned  neighborhoods  within 
Binghamton  and  Broome  County.  The  staff  and  members  of  this  Commu- 
nity Development  Agency  (CDA)  should  represent  a  group  of  highly 
committed  individuals,  and  it  should  be  governed  by  a  volunteer 
board  that  reflects  the  demographic  characteristics  of  the  City  of 
Binghamton,  et.  al. 

The  Operation  Seed  Project  Director,  would  be  the  executive 
director  of  the  administrating  agency  or  their  designee.  This  per- 
son will  be  instnjmental  in  the  promotion  of  Operation  S.E.E.D  in 
Binghamton. 

The  Economic  Development  Spedialist  (EDS)  for  Operation  Seed 
will  be  hired  through  a  statewide  search.  Qualifications  will  in- 
clude at  least  3  years  of  experieh-c'e  in  community  organizing  and 
economic  development,  with  a  baccalaureate  degree  in  community 
organization  or  economics  preferred. 

The  primary  technical  assistance  provider  for  economic  and 
socio-economic  development  is  Michael  Monroe,  Ph.D.,  an  economist; 
he  will  serve  as  Director  of  Development/ Senior  Development  Special- 
ist for  Operation  SEED.  Dr.  Monroe,  an  economics  professor  at 
Ithaca  College,  is  a  Senior  Fellow  in  the  Program  on  Participation, 
Department  of  Economics,  Cornell  University.  He  has  extensive  expe- 
rience in  business  development  and  management,  including  the  design 
of  economic  models  for  "advancement"  in  impoverished  neighborhoods. 


PROGRAM  ELEMENTS: 

To  identify  those  target -community  economic  activities  that 
will  allow  significant  levels  of  income  to  be  retained  by  firms  and 
workers,  staff  will  investigate  dependence  of  target-population 
firms'  output  on  the  supply  of  commodity  inputs  from  other  groups. 
In  part,  we  intend  to  examine  expenditure  leakages  from  one  group 
(target  population)  to  another  (non-target  population) in  the  course 
of  production.  Then,  utilizing  specially  designed  procedures,  we 
shall  investigate  the  effects  of  dependence  -  by  target-population 
firms  on  non- target  population  sources  -  for  markets  and  for  inputs 
to  production. 2 


^Concurrently,  project  staff  will  enploy  a  specially  constructed  model  to  identify  the 
distribution  of  legal  and  illegal  income  from  consumption  by  participeints  in  the  formal  and 
informal  sectors,  the  latter  referring  to  consumption  from  legal  and  illegal  income  trans- 
fers. Applying  this  to  problems  of  the  impoverished,  the  analysis  is  an  attempt  to  both 
queintitatively  cind  qualitatively  determine  the  economic  effect  on,  for  example,  middle-class 
white  incomes  of  indigent  African-American  consunption  expenditure,  and  vice-versa. 
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The  Binghamton  Development  Project  will  provide  a  mechanism  for 
the  organization  of  economic  development  activity  within  the 
Binghamton  EDZ .  Analytical  information-  and  data-utilizing  proce- 
dures will  depend,  critically,  upon  a  detailed  microeconomic  analy- 
sis of  the  Zone  comrnxonity;  in  part,  this  includes  the  EDZ  catchment 
area,  i.e.,  Broome  County.  In  some  respects,  this  analysis  will  be 
similar  to  the  type  to  be  reported  in  the  EDZCMS.  However,  since 
EDZCMS  is  a  subset  of  the  micro  study,  the  community  microeconomic 
analysis  will  go  far  beyond  the  EDZCMS  investigation.  Thus,  Opera- 
tion SEED  will  examine,  recommend  and  inplement  programs  designed  to 
foster  the  revitalization  of  commercial  enterprise  in  the  community, 
the  development  of  EDZ-based  ownership,  and  EDZ  and  indigent  commu- 
nity capital  formation  and  retention,  the  latter  to  support  expanded 
economic  development . 

In  more  detail.  The  Binghamton  Development  Project  will  include 
several  key  elements,  beginning  with  fund  raising.  During  project 
year  1  the  fund-raising  objective  is  to  secure  $3m  in  funds  from 
diverse  sources,  including  U.S.  Government  agencies,  the  major  bene- 
ficiaries, i.e.,  the  State  of  New  York,  Broome  County,  and  the  City 
of  Binghamton  -  as  well  as  EDZ  businesses  and  organizations.  In 
consultation  with  the  EDZ  Administrator  and  Professor  Monroe, the  CDA 
will  have  lead  responsibility  for  fund  raising.  They  will  utilize 
established  relationships  and  networks  to  identify  potential  donors. 

Operation  SEED  will  require  a  data  base  for  the  EDZ  microeco- 
nomic analysis  and  beyond.  Sources  for  this  data  base  will  include 
1990  Census  data,  government  population  survey  data,  and  information 
collected  through  in-house  surveys,  as  outlined  below.  The  creation 
and  maintenance  of  this  data  base  will  be  the  responsibility  of  Dr. 
Monroe.  The  data  base  is  expected  to  include  components  from  the 
EDZ  as  well  as  selected  commercial  surveys. 

Operation  SEED  will  conduct  a  survey  of  EDZ  residents  to  deter- 
mine sources  of  income  and  patterns  of  consumption,  including  the 
types  of  goods  and  services  purchased,  the  source  of  those  goods  and 
services  and  consumer  satisfaction  with  EDZ  businesses.  The  survey 
instrument  and  sanpling  frame  will  be  constructed  by  Dr.  Monroe  and 
the  Binghamton  staff  Economic  Development  Specialist  (to  be  named) . 

Additionally,  Operation  SEED  will  conduct  a  survey  of  EDZ  busi- 
ness owners  and  the  managers  of  branch  businesses  operating  in  the 
EDZ,  such  as  branch  banks  and  food  stores.  This  survey  will  be  used 
to  determine  sources  of  capital  for  EDZ  business  owners,  sources  and 
costs  of  goods  and  services  provided  by  these  businesses,  and  over- 
all expenses  and  revenues.  Further  analysis  will  determine  owner's 
perceptions  of  the  business  climate  in  the  EDZ  and  attitudes  toward 
economic  development.  The  examination  will  assess  the  willingness 
and  ability  of  business  owners  to  participate  in  and  contribute  fund- 
ing to  the  Binghamton  Economic  Development  Coalition.  (See  below.) 
The  survey  analysis  will  also  assist  in  determining  sources  of  capi- 
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tal  for  a  specially  conceived  holding  coitpany  facility,  as  outlined 
below. 

Operation  SEED  will  work  with  the  Zone  Administrator  and  busi- 
ness owners  in  the  EDZ  to  establish  -  the  Binghamton  Economic  Devel- 
opment Coalition  -  a  new  organization  for  improved  communication, 
information  sharing,  networking  and  support.  This  organization  will 
meet  informally,  initially  to  formulate  its  mission,  goals  and  ob- 
jectives, including  the  formation  of  the  holding  conpany,  F.I.R.- 
M.S.-C.E.D.,  Inc.  (See  Overview,  above.)  F.I.R.M.S.  will  have  a 
board  of  directors  coitprised  of  EDZ  officials,  business  owners,  lo- 
cal representatives,  and  community  residents.  Additionally,  the 
business  incubator  will  provide  some  skill  training  for  employees  as 
well  as  on-going  technical  assistance  to  the  new  enterprises. 

The  Center  (C.E.D.)  will  create  the  Binghamton  Small  Business 
Management  Training  and  Leadership  Education  Program  as  its  major 
training  coitponent.  This  program  will  be  developed  primarily  by  Dr. 
Monroe  and  the  staff  Economic  Development  Specialist,  with  consul- 
tation and  assistance  from  Coalition  members,  local  education  facil- 
ities, and  other  small  business  technical  assistance  providers. 

Using  the  data  base,  survey  data,  and  discussions  with  coali- 
tion members.  Dr.  Monroe  will  perform  the  aforementioned  microeco- 
nomic  analysis;  inter  alia,  he  will  employ  techniques  he  has  spe- 
cially developed  to  identify  business  enterprises  that  satisfy  the 
criteria  for  successful  operation  within  indigent  business  communi- 
ties, e.g.,  the  Binghamton  EDZ.  "Success"  will  be  measured  not  only 
in  terms  of  capital  formation  but  also  in  terms  of  capital  reten- 
tion, e.g.,  the  ability  of  an  enterprise  to  participate  in  an  inter- 
nal market  for  purchases  within  the  EDZ. 

Following  the  analysis,  the  first  step  in  an  organizing  process 
that  will  achieve  "success"  is  to  establish  mechanisms  that  eventu- 
ally ensure  ownership  of  business  enterprises  by  EDZ  residents.  The 
second  step  is  to  develop  cooperative  or  employee  stock  ownership 
forms  of  organization  so  that  profits  have  wider  distribution  within 
the  community.  The  third  step  involves  identifying  businesses  which 
develop  strong  internal  and  external  sales  markets  and  which  maxi- 
mize input  utilization  -  e.g.,  raw  materials,  labor  -  from  within 
the  EDZ.  Optimally,  this  third  step  leads  to  a  flow  of  dollars  into 
the  community  and,  consequently,  development  and  retention  of  a 
stock  of  wealth. 

The  Binghamton  EDZ  Administrator  as  well  as  the  CDA  Project 
Director,  the  Operation  SEED  Director,  The  Director  of  Development, 
and  project  staff  will  cultivate  and  secure  fxinding  for  initial  en- 
terprise capitalization.  This  critical  step  in  the  project  will 
involve  locating  sources  of  capital  from  local,  state,  and  federal 
programs,  as  well  as  from  private  sector  sources. 
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Project  staff  will  identify  potential  managers  and  employees 
for  the  business  enterprises,  using  data  from  Dr.  Monroe's  analysis 
and  the  resources  of  the  Zone  and  the  Coalition.  Primarily,  individ- 
uals selected  for  eitployment  will  be  EDZ  catchment-area  residents. 

The  imminent  start  up  of  two  and  the  creation  of  one  business 
enterprise  will  represent  the  culmination  of  the  previous  tasks.  At 
the  conclusion  of  this  "first  round"  activity,  project  staff  will 
evaluate  the  process  and  results.  If  deemed  successful,  the  project 
will  continue,  leading  to  the  founding  of  one  new  business  enter- 
prise in  each  third  of  each  year. 


BENEFIT  TO  BINGHAMTON  EDZ  RESIDENTS: 

The  Binghamton  Development  Project  will  benefit  indigent  and 
other  residents  of  the  Binghamton  EDZ  and  its  catchment  area  by 
developing  a  special  "economic  infrastructure" . ^  Additionally,  the 
commercial  enterprises  fostered  by  this  project  will  provide  jobs 
for  community  residents. 

But  beyond  eitployment,  per  se,  the  project  will  prepare  commu- 
nity residents  for  owning  the  commercial  enterprises  that  provide 
them  enployment,  this  through  management  training  and  education  for 
leadership.  The  long  term  benefit  for  commionity  residents  will  in- 
clude capital  formation  through  ownership  of  productive  enterprises, 
some  of  whose  markets  extend  to  areas  external  to  the  target  commu- 
nity. 

These  benefits  are  designed  to  ultimately  break  the  ties  of 
dependence  on  welfare  and  other  institutions  constituting  the  social 
"safety  net" . 

Consider  the  following.  Typically <  it  costs  $X  to  maintain  a 
family  on  welfare.  If  the  head  of  household  becomes  employed  and 
earns,  on  average,  a  minimum  "of  $Y  and  pays  $(t*Y)  in  taxes,  then 
the  first-round  benefit  to  the  taxpayer  is  the  savings  in  welfare 
costs  plus  the  increase  in  tax  revenues  to  government,  i.e.  Bi  =  $X 
+  $(t*Y) .  Net  benefits  are  benefits  minus  costs.  If  costs  per 
household  are  C,  we  require  Bi  -  C  >  0.4  Furthermore,  as  new  la- 
bor-force entrants  consxame  and  save,  local  domestic  product  grows 
and  revenues  for  development  are  generated,  respectively. 


^The  term  economic  infrastructure  refers  to:  entrepreneurial  development,  management 
training,  leadership  education,  market  analysis,  and  fineuicing. 

^Cperation  Seed  generates  revenues  such  that  net  benefits  cire  positive. 
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PROJECT  MANAGEMENT  PLAN  -  PHASE-I.  18-WEEK  RESEARCH  SUMMARY: 

A.  HUMAN   RESOURCE   DETERMINATION: 

This  procedure  utilizes  a  special  approach  to  identify  the  num- 
bers and  location  of  ertployed  and  uneirployed  people  in  the  specific 
neighborhood  of  greatest  need  and  the  target  area,  at  large.  The 
procedure  will  classify  people  possessing  skills  in  five 
major  occupation  categories;  (a)  Menial.  (b)  Blue  Collar, 
(c)  Craft,  (d)  White  Collar,  and  (e)  Professional.  Addi- 
tionally, methods  have  been  devised  to  estimate  sources  of 
income  for  unemployed  persons  within  the  above  classifica- 
tions.   Income  categories  are;   (i)   No  income   (dependent). 

(ii) Institutionalized.   (ill)  Welfare.   (iv)   Crime,   and   (v) 

Crime  and  welfare. 

B.  PRODUCTION   OPPORTUNITIES   IDENTIFICATION; 

Here,  the  purpose  is  to  determine  which  products,  when  produced 
and  marketed,  will  best  maintain  income  and  therefore  wealth  within 
the  indigent  community.  This  is  accomplished  by  (a)  examining  sev- 
eral indicators  in  the  commodity  industry,  product  class,  and  indi- 
vidual product  categories  and  (b)  by  analyzing  this  data  with  a  spe- 
cial procedure;  this  procedure  is  designed  to  identify  a  set  of  com- 
modities whose  production  is  most  likely  to  assist  the  development 
process  -  e.g.,  by  maintaining  community  income  and  asset  integrity. 

Thus. income  and  wealth  can  be  recycled  into  local  economic 

and  social  development  programs. 

C.  MARKET   SURVEYS: 

These surveys identify  the  structure  of  supply  and  de- 
mand to  help  determine  what  is  feasible  and  viable  for  pro- 
duction within  Binghamton.  Additionally,  studies  will  be  under- 
taken to  determine  which  products  are  going  to  continue  to  be  de- 
manded by  residents  as  incomes  in  poor  communities  increase. 

D.  RESOURCE   IDENTIFICATION; 

From  Parts  'B'  and  'C  -  100  viable  "best-bet"  firms  are  iden- 
tified. Then,  capital  requirements,  labor  requirements,  other  input 
requirements  and  technology  for  these  firms  are  examined.  Given 
all  of  the  above,  including  the  human  resources  from  Part 
'A'  .  the  30  most-likelv-to-succeed  firms  are  chosen. 
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E.   COMMUNITY   LIAISON  AND   INCDBATION-FACILITY   DEVELOPMENT: 

During  the  execution  of  Parts  'A'  through  'D',  above,  inter- 
ested community  residents  and  leaders  will  be  identified  approached, 
recruited,  enlisted,  advised  and  consulted  for  the  following  activi- 
ties: (a)  Developing  an  EDZ  site  for  the  incubation  facili- 
ty; (b)  Identifying  and  enlisting  training  and  other  tech- 
nical providers;  (c)  Identifying  and  approaching  funding 
sources,  public  and  private;  (d)  Examining  costs  of  poverty 
and  welfare  to  identify  costs  per  job;  (e)  Creating  the  in- 
cubator business  plans;  and  (f)  Finalizing  operational  bud- 
gets. 

For  Phase  II  and  part  of  Phase  III  it  is  anticipated  that  fi- 
nancial capital  will  be  forthcoming  from  those  private.  State,  and 
local  government  sources  that  normally  fund  viable  business  enter- 
prises. And;  During  Phase  III  F-C.  Inc..  should  become  self 
sufficient,  i.e..  completely  supported  by  profits  from  the 
incubated,   subsidiary  companies. 


OVERVIEW  OF  PROJECT  TASKS: 

The  S.E.E.D  Development  Project  will  encompass  the  following 
tasks : 

(1)  Fund  raising 

(2)  Development  of  economic  analysis  data  base 

(3)  EDZ  income  and  spending  survey 

(4)  EDZ  business  owners  and  commercial  activity  survey 

(5)  Organization  of  the  Economic  Development  Coalition  and 
formation  of  the  business  center,  i.e.,  the  Operation 
Seed  Incubator:  (F.I.R.M.S.) 

(6)  Organization  of  Operation  Seed's  Center  for  Economic 
Democracy  (C.E.D.)  and  its  major  program,  the  Small  Busi- 
ness Management  Training  and  Leadership  Education  Program 

(7)  Identification  of  up  to  30  high-prof ile-for-success  busi- 
ness enterprises  suitable  for  location  within  the  EDZ, 
and  selection  of  the  first  three  business  enterprises  for 
start-up 

(8)  Secure  funds  for  initial  capitalization 
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(9)  Identification,  selection  and  training  of  business  enter- 
prise managers  and  eirployees 

(10)  Initiation  of  one  business  enterprise,  two,  three 

(11)  Evaluation  of  "first  round"  process  and  results 

(12)  Repeat  tasks  (7)  through  (11)  in  each  subsequent  year  of 
the  project. 


DETAILED  DESCRIPTION  OF  TASKS: 

(1)  Fund  raising.  Personnel  will,  each,  devote  10%  of  full- 
time  effort  (FTE) .  Each  organization  will  provide  the  respective 
salaries  as  an  in-)tind  contribution.  This  assignment  will  require 
up  to  6  months  to  conplete. 

(2)  Development  of  the  Economic  Data  Base.  This  will  be  the 
responsibility  of  Michael  C.  Monroe,  Ph.D.,  He  will  devote  100%  of 
FTE  to  this  task  for  three  months  of  the  first  year  and  20%  of  FTE 
for  the  remaining  eight  months;  the  annual  equivalent  is  40%  of 
FTE.  5  The  initial  development  of  the  data  base  will  require  just 
over  four  months (18-20  weeks),  with  on-going  maintenance  throughout 
the  project. 

(3)  EDZ  income  and  spending  survey.  The  survey  instr\jment  and 
sanpling  frame  will  be  constructed  by  Dr.  Monroe  and  the  Binghamton 
Staff  Economic  Development  Specialist  (to  be  named).  The  Economic 
Development  Specialist  (EDS)  will  devote  100%  of  FTE  to  the  project, 
and  EDS  and  other  staff  salaries  will  be  paid  in  full  by  Operation 
SEED.  The  EDS  will  supervise  the  survey  interviews.  This  task  will 
be  completed  within  the  18-weeks  of  Phase  I. 

(4)  EDZ  business  owners  and  commercial  activity  survey.  Dr. 
Monroe  and  the  EDS  will  design  the  survey  and  sanpling  frame;  the 
EDS  will  administer  the  survey.  This  task  will  require  18  weeks  to 
coirplete . 

(5)  Organization  of  the  Economic  Development  Coalition  and 
formation  of  the  business  incubator,  F. I.R.M.S. , Inc.  The  staff  EDS 
will  have  responsibility  for  organizing  the  Coalition.  This  task 
will  require  6-8  months  for  conpletion. 


'operation  SEED  will  pay  Dr.  Monroe's  remuneration  and  expenses.  Remuneration  is 
based  on  the  Ithaca  College  faculty  salary  sccile.  Presently,  the  college  is  paying  60%  of 
Professor  Monroe's  full  time  income. 
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(6)  Organization  of  C.E.D.  and  the  CDA  Small  Business  Manage- 
ment Training  and  Leadership  Education  Program  (MTLED) .  The  program 
will  be  developed  primarily  by  Dr.  Monroe  and  the  EDS.  This  task 
will  require  4-6  months  to  coirplete. 

(7)  From  a  low-dependency  data  bank  of  100:  Identification  of 
up  to  30  "most-likely-to-succeed"  business  enterprises  suitable  for 
EDZ  operation  and  selection  of  three  of  these  for  start-up.  Dr. 
Monroe  will  perform  the  microeconomic  analysis.  Selection  will  re- 
sult from  discussion  with  project  staff  and  Coalition  members.  The 
microeconomic  analysis  and  selection  of  the  business  enterprises 
will  require  1  month  to  complete. 

(8)  Secure  f\inds  for  initial  enterprise  capitalization.  The 
EDS  will  work  on  securing  funding  for  enterprise  capitalization. 
This  task  requires  6  months  for  completion. 

(9)  Identification,  selection,  and  training  of  business  enter- 
prise managers  and  enployees.  The  EDS  will  have  the  responsibility 
for  identifying  potential  managers  and  employees  of  the  business 
enterprises.  The  selection  and  training  will  require  6  months  to 
conplete . 

(10)  Initiation  of  three  business  enterprises.  All  project 
staff,  Coalition  members,  and  F.I.R.M.S.  board  will  participate  in 
this  task.   The  task  will  require  4  months  to  cortplete. 

(11)  Evaluation  of  "first  round"  procedures  and  results.  Dr. 
Monroe,  the  Operation  Seed  Project  Director,  and  the  EDS  will  design 
and  implement  an  evaluation  system.  The  evaluation  will  be  semi- 
annual . 

(12)  Phase  III.  Repeat  tasks  (7)  through  (11)  in  each  subse- 
quent year  of  the  project.  New  business  enterprises  will  require 
approximately  9-12  months  for  inplementation. 

SCHEDULE  OF  PROJECT  TASKS: 


Task 


Start  Date 


Corrpletion  Date 


1. 
2. 
3. 
4. 
5. 


Fund  raising 
Data  Base 
Consumer  Survey 
Business  Survey 


Month  1 
Month  1 
Month  2 
Month  2 


Coalition  and  F.I.R.M.S.   Month  3 


Month  6 
Month  5 
Month  6 
Month  6 
Month  10 
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6.  C.E.D.  and  MTLED  Month  5 

7 .  Enterprise  Selection  Month  6 

8.  Secure  Fxinds  Month  4 

9.  Select,  Train  Staff     y   Month  9 

10.  Start  Businesses  Month  11 

11.  Evaluation   '       ^  Month  12 

12.  Phase  III  Month  14 


Month  10 
Month  7 
Month  9. 
Month  14 
Month  14 
Month  12 
Month  60 
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Please  note:  The  author  claims  intellectual  and 
proprietary  rights  to  this  and  any  other  papers 
and  materials  presented  to  private  and  public  or- 
ganizations of  Binghamton,  NY,  its  associates,  and 
other  persons  and/or  organizations  -  prior  to, 
including,  and  subse<xuent  to  the  date  of  this  docu- 
ment . 


PREPARED  BY:  July  5,  1994 


Michael  C.  Monroe,  Ph.D. 
25  Hilton  Rd. 
Dryden,  NY  13053 
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SEED  COSTS  -  F.I.RJVI.S. 


F.I.R.M.S. 

COSTS:  1-15 

MONTHS 

INVESTMENTS 

$935,000 

EXPRESS  MARTS 

$480,000 

rf.  _ 

WOOD  PRODUCTS 

250,000 

CONSTRUCTION 

120,000 

MiSC. 

85,000 

MORTGAGE,  ETC. 

68,235 

MORTGAGE 

53,235 

EXPENSES 

15,000 

DEPT.  BUDGETS 

NINE  DEPARTMENTS 

1,650,000 

AT  $150,000  EACH 

1,350,000 

HQ 

.300,000 

MISC.  -1-  INITIAL 

$280,000 

$280,000 

3  MONTH  SETUP 

TOTAL 

$2,933,235 

Page  1 
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EXPRESS  MARTS-1 


TYPICAL  STORE 

COOO) 

YEAR1 

YEAR  2 

YEAR  3 

YEAR  4 

YEAR  5 

IfWESTMErfT 

($80.00) 

REVENUE 

$1,341.70 

$1,610.00 

$1,771.00 

$1,824.00 

$2,012.50 

COSTOFGOOD5 

$959.30 

$1,151.13 

$1,266.24 

$1,304.14 

$1,438.91 

GROSS  MARGIN 

$382.40 

$458.87 

$504.76 

$519.86 

.$573.59 

STORE  G  &  A 

$390.00 

$470.00 

$485.00 

$485.00 

$485.00 

GROSS  INC 

($7.60)                ($11.13) 

$19.76 

$34.86 

$88.59 

TAX  LIAB 

$0.00  j                   $0.00 

$0.39 

$13.25 

$33.66 

NET  INCOME 

($7.60),               ($11.13) 

$19.37 

$21.61 

$54.92 

ALL  STORES 

(■000) 

YEAR1 

YEAR  2 

YEAR  3 

YEAR  4 

YEARS 

INVESTMENT 

($480.00) 

REVENUE 

$8,050.20 

$9,660.00 

$10,626.00 

$10,944.00 

$12,075.00 

COST  OF  GOODS 

$5,755.80 

$6,906.79 

$7,597.47 

$7,824.83 

$8,633.49 

GROSS  MARGIN 

$2,294.40 

$2,753.21 

$3,028.53 

$3,119.17 

$3,441.51 

STORE  G  &  A 

$2,340.00 

$2,820.00 

$2,910.00 

$2,910.00 

$2,910.00 

GROSS  INC 

($45.60) 

($66.79) 

$118.53 

$209.17 

$531.51 

TAX  LIAB 

$0.00 

$0.00 

$2.33 

$79.48 

$201.98 

NET  INCOME 

($45.60) 

($66.79) 

$116.20 

$129.68 

$329.54 

CUM  NET  INC 

($45.60) 

($112.39) 

$3.81 

.-  -     $133.49 

$463.03 

ALL  STORES  -  NET  PRESENT  VALUE  ®  7% 

1 

YEAR  0-1 

YEAR  1-2 

YEAR  1-3 

YEAR  1-4 

YEAR  1-5 

(522,616.82) 

(580,953.80) 

(484,198.01) 

(324,623.22) 

54.336.07 

YEAR  1-6 

YEAR  1-7 

YEAR  1-8 

YEAR  1-9 

YEAR  1-10 

417,357.98 

765,112.64 

1,098,241.85 

1,417,361.25 

1.723,059.64 

Page  1 
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EXPRESS  MARTS-1 


1 

ESOP  SALE  TO  EMPLOYEES  FOR  $2^05,000  AFTER  YEAR  S  -  (SEE  NOTES,  PAGE  3) 

IWvl 

(YEARS) 

-41.10% 

1-3 

7.5%  (B),  0%  (L) 

d  - 

-13.31% 

1-4 

8.17% 

1-5 

20.43% 

1-10 

GROSS  PROFITS 

CUMULATIVE 

RR 

(PV(B)-K)/K 

DISCOUNTED 

YEAR  1  TO  N 

PV  RATIO 

($480,000.00) 

INVEST 

($480,000.00) 

($45,600.00) 

YEAR1 

($525,600.00) 

-108.88% 

($66,790.00) 

YEAR  2 

($592,390.00) 

-121.03% 

$118,530.00 

YEARS 

($473,860.00) 

-47.22% 

-100.87% 

$209,170.00 

YEAR  4 

($264,690.00) 

-16.36% 

-67.63% 

$531,510.00 

YEAR  5 

$266,820.00 

9.32% 

1 1 .32% 

$544,798.00 

YEARS 

$811,618.00 

20.05% 

86.95% 

-76.91% 

$558,418.00 

YEAR? 

$1,370,036.00 

25.92% 

159.40% 

-54.79% 

$572,378.00 

YEARS 

$1,942,414.00 

29.46% 

228.80% 

-33.60% 

$586,688.00 

YEAR  9 

$2,529,102.00 

31.72% 

.--295.28% 

-13.30% 

$601,355.00 

YEAR  10 

$3,130,457.00 

33.22% 

358.97% 

6.14% 

NPV  ®  7.0% 

PV 

NPV  6-10 

$54,336.07 

NPV  1-5 

$1,723,059,639.63 

NPV  1-10 

YEAR  6 

$509,157 

$2,204,094,517.21 

NPV  5-10 

YEAR  6-7 

$996,901 

YEAR  6-8 

$1,464,132 

YEAR  6-9 

$1,911,713 

YEAR  6-10 

$2,340,471 

$135,471 

Page  2 
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EXPRESS  MAFTTS-I 

Note:  ESOP  sale  reflects  market  value  based  on  figures  on  Pages  1  and  2  of  this  document.    Note  that 
Mart  margins  are  low,  typical  of  this  industry.    Therefore,  it  is  conservative  to  use  Mart  ratios  as 
a  benchmark  for  incubator  self  financing.    For  example.    $2,205,000  sales  income  to  the 
incubator  represents  $15,978  per  employee.    This  implies  a  minimum  $3,243,587  from  the 
three  initial  incubator  startups.    And,  almost  $8,000,000  from  a  fully  operating  incubation 
facility,  whose  subsidiaries  employ  a  total  of  about  500.    This  is  in  addition  to  profits  from 
incubated  companies  and  normal  investment  returns. 

Note:  MIRR.   Modified  Internal  Rate  of  Return.   Gives  IRR  if  firm  needs  to  borrow  to  finance  deficits  and 
can  get  a  return  if  It  invests  profits.    Here  we  assume  borrow  at  7.5%  and  reinvest  only  in  self. 
So  lend  =  0%. 

Note:  GROSS  PROFITS,    initial  investment  ($480,000)  +  annual  pretax  profits  for  six  Express  Marts. 

Note:  CUMULATIVE  pretax  profits,  given  investment  of  $480,000  in  the  beginning  of  Year  1.    Note 
breakeven  before  the  end  of  Year  5. 

Note:  IRR.    Internal  Rate  of  Return  is  the  discount  rate  that  sets  a  discounted  stream  of  income 

exactly  equal  to  the  initial  investment.    If  IRR  is  greater  than  the  prevailing  interest  or  inflation 
rate  the  project  is  profitable.    Here  the  IRR  for  years  1-5  is  9.3%,  greater  than  the  7%  borrowing 
rate. 

Note:  (PV(B)  -  K)/K.    Ratio  of  discounted  income  stream  less  investment  as  a  proportion  of 

investment.    This  reflects  the  initial  investment  of  $480,000.    It  is  positive  and  healthy  in  year 
5.   This  is  when  the  incubator  sells  to  employees,  using  the  ESOP.    Price:  as  reflected  by  the 
NPV  for  years  5  through  10  -  $2,205,000. 

Note:  DISCOUNTED  PV  RATIO.   Same  as  column  to  left,  except  this  is  using  investment  of  $2.2m 
instead  of  $480,000.    Note  that  this  is  healthy  after  year  10,  i.e.,  year  five  of  employee 
ownership. 

Note:  NPV.    Net  Present  Value,  discounting  at  7%  and  using  the  initial  incubator  investment  in  Express 
marts  of  $480,000.    Selling  price  to  ESOP  is  from  NPV  for  Years  6-10,  given  investment  in  Year 
1. 

Note:  PV.   Present  Value  shows  the  value  in  Year  six  (Year  1  of  ESOP)  of  future  income  streams 

through  Year  10  (Year  5  of  ESOP).  Discounted  at  7%. 

Note:  NPV,  6-10.    Shows  discounted  value  (at  7%)  of  firm  in  year  one  of  ESOP,  after  deducting 
$2.2m  cost  to  employees.    If  this  number  is  greater  than  zero,  the  project  is  healthy.    Here, 
NPV  =  $135,471. 
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Bart  Bush 
Director 


OFFICE     OF    DEVELOPMENT 


Roy  A.  Bcmardi,  Mayor 


July  26,  1994 


Mike  Monroe,  PhD  ' 

Ithaca  College 
Economics  Department 
953  Danby  Road 
Ithaca,  NY   14850 

Dear  Dr.  Monroe, 

I  have  been  remiss  in  extending  my  thanks  for  all  your  work  and  effort  on  behalf  of 
the  people  of  Syracuse  and  especially  our  citizens  on  the  west  side  of  our  city. 
Also,  I  would  like  to  thank  all  your  students  who  took  time  out  to  understand  our 
problems  and  search  for  creative  solutions. 

We  must  continue  to  review  ideas  similar  to  yours  which  will  empower  local 
residents  and  give  them  the  economic  footing  needed  for  future  growth. 

I  look  forward  to  working  with  you  and  Ken  to  determine  the  application  of  your 
program  to  our  community. 

Best  regards. 


Bart  Bush,  Director 
Office  of  Development 


cc:   Vito  Sciscioli,  Community  Development 

Ken  Jackson,  Westside  Innercity  Association 

WBB:sjI 
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THE  ASSEMBLY 

STATE  OF  NEW  YORK 

ALBANY 


X)AN  K   CHRISTENSEN 

Assemblywoman  1 19lh  Oistncl 

Onondaga  Counry 


CHAIR 

Assembly  Task  Force  on  Women's 

Issues 

COMMITTEES 

Aging.  Housing 

Labor,  Local  Govemmeni 

Small  Business 


June  10,  1994 


Hon.  Aurelia  Greene,  Chair 

Banking  Committee 

New  York  State  Assembly 

424  Legislative  Office  Building 

Albany,  NY  12248 


Dear  Aurelia: 

Recently,  I  had  the  opportunity  tc  receive  a  briefing  and  an 
overview  on  a  very  exciting  local  initiative  which  may  be  of 
interest  to  you  as  Chair  of  the  Banking  Committee.  Operation 
S.E.E.D.  (Socio-Economic  Empowerment  through  Democracy)  is  the 
brainchild  of  Dr.  Michael  Monroe,  a  professor  of  Economics  at 
Ithaca  College. 

Dr.  Monroe  has  been  working  in  conjunction  with  the  Westside 
Innercity  Association  of  Syracuse  to  develop  a  working  model  that 
would  establish  a  small  business  incubator  center  in  Syracuse  that 
would  serve  as  a  cornerstone  for  a  complete  community  redevelopment 
project. 

Operation  SEED'S  dual  components  would  combine  health,  housing, 
education  and  economic  development  into  one  package;  its  primary 
objective  is  to  create  employment,  income  and  neighborhood 
revitalization  in  an  urban  setting.  At  a  time  in  which 
conventional  models  for  rebuilding  ghetto  areas  are  not  succeeding, 
I  believe  this  comprehensive,  well  thought-out  proposal  has  many 
merits,  and  we  need  to  take  a  careful  look  at  its  potential. 

The  Westside  Innercity  Association  and  the  City  of  Syracuse  are 
presently  looking  for  grants  to  implement  the  first  phase  of  the 
project.  I  would  like  to  invite  you  to  visit  Syracuse  and  meet 
personally  with  Professor  Monroe  and  members  of  the  Central  New 
York  Delegation  to  review  the  proposal  and  to  discuss  its  merits. 
I  am  enclosing  an  overview  of  the  project  for  your  review. 


D    Room  502.  LegislalTve  OITice  Building.  AlUny.  New  York  t22«e.  (518)  455-5383.  FAX  (518)  455-M17 
D  4317  E  Genesee  Slreet.  Room  103.  Syracuse.  New  YorV  13214.  (315)  449-9536.  FAX  (315)  449-0712 
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Hon.  Aurelia  Greene 
Page  2 


June  10,  1994 


Again,  I  was  very  impressed  by  the  presentation  and  its  potential 
to  create  jobs,  to  rebuild  lives,  and  to  empower  individuals.  I 
look  forward  to  sharing  this  information  with  the  Assembly 
leadership. 

Sincerely, 


;^>0. 


Joan  K.  Christensen 
Member  of  Assembly 


JKC/sld 

cc:   Hon.  Michael  Bragman,  Majority  Leader 
y^r.    Michael  Monroe 

Mr.  Kenneth  Jackson,  E.D.,  Westside  Innercity  Assoc. 
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JOAN  K   CHRISTENSEN 

Assemblywoman  l  l9lh  Distnci 

OnorHjaga  County 


THE  ASSEMBLY 

STATE  OF  NEW  YORK 

ALBANY 


CHAIR 

Assembly  Task  Force  on  Women's 

Issues 

COMMITTEES 

Aging.  Housing 

Labor.  Local  Govemmeni 

Smati  Business 


June  10,  1994 


Honorable  Herman  D.  Farrell,  Jr.,  Chair 

Ways  and  Means  Committee 

New  York  State  Assembly 

Room  923,  Legislative  Office  Building 

Albany,  NY   12243 


Dear  Denny:  ,-' 

Recently,  I  had  the  opportunity  to  receive  a  briefing  and  an 
overview  on  a  very  exciting  local  initiative  which  may  be  of 
interest  to  you  as  Chair  of  the  Assembly  Ways  and  Means  Committee. 
Operation  S.E.E.D.  (Socio-Economic  Empowerment  through  Democracy) 
is  the  brainchild  of  Dr.  Michael  Monroe,  a  professor  of  Economics 
at  Ithaca  College. 

Dr.  Monroe  has  been  working  in  conjunction  with  the  Westside 
Innercity  Association  of  Syracuse  to  develop  a  working  model  that 
would  establish  a  small  business  incubator  center  in  Syracuse  that 
would  serve  as  a  cornerstone  for  a  complete  community  redevelopment 
project. 

Operation  SEED'S  dual  components  would  combine  health,  housing, 
education  and  economic  development  into  one  package;  its  primary 
objective  is  to  create  employment,  income  and  neighborhood 
revitalization  in  an  urban  setting.  At  a  time  in  which 
conventional  models  for  rebuilding  ghetto  areas  are  not  succeeding, 
I  believe  this  comprehensive,  well  thought-out  proposal  has  many 
merits,  and  we  need  to  take  a  careful  look  at  its  potential. 

The  Westside  Innercity  Association  and  the  City  of  Syracuse  are 
presently  looking  for  grants  to  ircpltment  the  first  phase  of  the 
project.  I  would  like  to  invite  you  to  visit  Syracuse  and  meet 
personally  with  Professor  Monroe  and  members  of  the  Central  New 
York  Delegation  to  review  the  proposal  and  to  discuss  its  merits. 
I  am  enclosing  an  overview  of  the  project  for  your  review. 


'D    Room  502  Legislalive  Office  Building.  Albany.  New  York  12248.  (518)  455-5383.  FAX  (518)  455-5417 
'  D  4317  E  Genesee  SIreel.  Boom  103.  Syracuse.  New  York  13214.  (315)  449-9536,  FAX  (315)  449-0712 
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Hon.  D.  Herman  Farrell 
Page  2 


June  10,  1994 


Again,  I  was  very  impressed  by  the  presentation  and  its  potential 
to  create  jobs,  to  rebuild  lives,  and  to  empower  individuals.  I 
look  forward  to  sharing  this  information  with  the  Assembly 
leadership. 

Sincerely, 


Joan  K.  Christensen 
Member  of  Assembly 


JKC/sld 

cc:   Hon.  Michael  Bragman,  Majority  Leader 

1 -Dr.    Michael  Monroe 

Mr.  Kenneth  Jackson,  E.D.,  Westside  Innercity  Assoc. 


Enclosure 
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SYRACUSE  POST- STANDARD,  May  25,  1994 


West  Side 
Business 
Plan  Put 
Forward 

■  The  proposal  to  educate 
residents  and  create  jobs  has 
been  five  years  in  the 
making. 

By  LILLIAN  ABBOTT  PFOHL 

The  Post-SiandanI 

A  west-side  community  group 
wants  to  create  a  small-business 
incubator  in  Syracuse  that  would 
serve  as  a  cornerstone  for  com- 
munity development  in  the  area. 

Operation  SEED  —  Socio- 
Economic  Empowerment 
through  Democracy  —  would 
combine  health,  housing,  educa- 
tion and  economic  development 
in  one  package,  said  Ken  Jack- 
son, executive  director  of  the 
Westside  Inner  City  Association. 

It's  an  idea  Jackson  and  Mike 
Monroe,  a  professor  of  econom- 
ics at  Ithaca  College,  worked  on 
for  the  last  five  years. 

Monroe  came  up  with  the 
concept  for  SEED  as  his  doctoral 
thesis  while  studying  at  Cornell 
University. 

He  and  Jackson  have  worked 
since  1987  to  refine  the  idea  to 
suit  the  west  side.  They  pres- 
ented their  ideas  to  city  officials 
Tuesday. 


With  Syracuse  applying  for 
funds  from  two  new  federal  pro- 
grams, Jackson  and  Monroe  are 
hoping  this  is  a  good  time  to  get 
the  approximately  $3  million 
needed  to  get  SEED  up  and  run- 
ning. 

Syracuse  is  lookmg  for  grants 
from  the  Empowerment  Zone 
and  Enterprise  Community  pro- 
gram, a  new  federal  community 
development  project.  The  pro- 
gram creates  six  urban  empow- 
erment zones  that  would  get 
about  $100  million  each  in  fund- 
ing and  65  enterprise  commu- 
nities that  would  receive  about 
$3  million  each  in  direct  funding 
as  well  as  preferential  treatment 
for  future  funding. 

SEED  is  made  up  of  two  com- 
ponents —  one  that  deals  with 
social  issues,  the  other  a  busi- 
ness incubator. 

The  social  side,  Center  for 
Economic  Democracy,  would 
provide  education  and  training, 
day-care  centers  and  a  substan- . 
ce-abuse  halfway  house,  Monroe 
said. 

The  Wea  behind  the  center  is 
to  provide  businesses  at  the  in- 
cubator with  a  skilled  work 
force,  Monroe  sakL 

The  incubator,  to  be  called 
Firms,  would  support  up  to  12 
businesses,  Monroe  said. 

One  of  the  first  companies  to 
be  started  would  be  Express 
Marts,  a  chain  of  six  stores  that 
would  be  bigger  than  corner 
convenience  stores  but  smaller 
than  grocery  .stores,  Monroe 
said.        .    ■' 

As  ea'ch  company  becomes 
profitable,  it  would  be  sold  to  the 
employees  in  an  employee-stock 
ownership  deal,  Monroe  said. 
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Remarks  of  Victor  Tennant,  President 

Broome  County  Federation  of  Labor,  AFL-CIO 

to  Public  Hearings  held  by  tJ.S.  House  of  Representatives 

Committee  on  Banldng, 

Subcommittee  on  Economic  Growth  and  Credit  Formation 

on  Job  Devttopmem  and  the  EconomU  Futun  of  the  Southern  Tier 

City  Council  Chambers,  City  of  Bioghamton 

Friday,  July  8,  1994  1:00  p.m. 

In  General 

In  my  remarks  today  I  represent  Edward  J.  Cleaiy,  President  of  the  New  York  State 
AFL>CIO.  Organized  labor  welcomes  the  chance  to  participate  in  these  public  bearings. 
One  of  the  biggest  problems  in  economic  development  discus^on  is  that  all  other  interests: 
banks,  real  estate  developers,  organized  business  and  other  special  interests  are  well- 
represented  in  these  debates,  but  the  voice  of  working  pcop]c  is  barely  heard  at  alL 

In  May  1993  the  New  York  State  AFI^CIO  published  Toward  a  New  Economic 
Strategy  for  New  York  State.  I  have  several  copies  to  submit  formally  to  the  committee.  It 
remains  the  most  umiprehensive  and  balanced  labor  vision  of  how  the  state  economy  should 
develop. 

It  outlined  a  12-point  labor  program  to  rebuild  New  York: 

1.  New  York's  revitalization  depends  chiefly  on  the  resurgence  of  the  private  sector. 

2.  Rebuild  the  port  and  the  freight  rail  system. 

3.  Restore  the  value  of  a  high  school  diploma. 

4.  Raise  the  cost  to  corporations  of  leaving  New  York- 

5.  Revive  the  construction  industry  and  build  affordable  housing  for  working  people 
first 

6.  Make  the  state  tax  syston  more  progressive  and  end  the  state  fiscal  crisis. 

7.  With  new  economic  development  principles,  restructure  economic  planning  agencies 
and  development  authorities. 

8.  Make  the  redevelopment  of  manufacturing  industry  a  top  state  priority. 

9.  Economic  development  for  all;  the  most  disadvantaged  come  first 

10.  Treat  culture  as  an  industry  in  New  York. 
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11.  Create  a  New  York  Bank  for  Jobs  and  Eccmamic  Developinent 

12.  Strengthen  labor  rights  in  New  York. 

I  do  not  have  time  here  to  develop  all  these  proposals.  I  refer  you  to  the  do<nunent. 

Learn  from  New  York  Economic  History 

Economic  strategy  matters.  Government  action  -  at  the  federal  and  state  level  —  to 
nurture  manufacturing  is  part  of  the  solution,  not  -  as  the  trickle  down  advocates  believe  - 

-  the  main  cause  of  the  problem. 

We  ought  to  ponder  the  lessons,  for  example,  of  the  link  between  transportation 
innovation  and  economic  growth.  New  York  rose  to  economic  pre-eminence  because,  earfy 
in  the  19th  century,  visionaiy  state  ofBcials  shrewdly  chose  to  build  an  Erie  Canal  As  a 
result,  an  unremarkable  town  on  the  Eastern  seaboard  became  a  world  metropolis.  And 
much  of  upstate  New  York  became  an  industrial  powerhouse.  The  economic  decline  of 
New  York  is  not  inevitable.  It  is  the  resaU  of  an  unwise,  feuled  economic  strategy.  A  new 
strategy  can  make  the  New  York  economy  thrive  again. 

The  Main  Danger  A  Low-Wage  Strategy  and  a  Race  to  (he  Bottom. 

(fthe  subcommUtet  rtmemben  iwthing  *lse  of  what  I  scy  today,  remember  Ms: 

Economic  development  discussion  and  policy  have  been  dominated  by  banking  and 
real  estate  interests  and  their  representatives  in  government,  academia,  and  the  media.  For 
example,  A  Vision  For  New  York's  Ftaure,  a  Business  Council  pamphlet,  outlines  ten 
economic  goals  for  the  state.  Its  first  four  sound  eerity  similar  to  classic  labor  goals:  job 
growth,  good-paying  jobs,  p(^ulati<Hi  growth,  and  a  better  life  for  the  poor.  But  the  devil 
is  in  the  details. 

A  closer  look  discloses  the  low-wage,  trickle-down  thinking  that  is  so  deeply 
entrenched  in  big  business  and  conservative  economic  develc^ment  thinking.  In  the 
Business  Council  analysis  -  and  the  Business  Council  is  not  the  worst  sinner  in  this  respect  - 

-  these  are  New  York's  economic  ailments:  taxes  are  too  high;  business  regulation  is  too 
severe;  health  insurance  costs  and  workers'  compensation  costs  are  excessive;  product 
liability  laws  are  too  burdensome.  Organized  labor  seeks  business  su}^rt  for  our  vision 
of  state  economic  development,  but  there  is  little  possibility  of  shared  vision  based  on  a 
stale  rehash  of  "low-wage,  low-public-service*  strategy,  a  staple  of  corporate  ideology  of  the 
1980s. 

In  the  19808  when  the  advocates  of  low-wage,  low-jkill  strategy  were  running  the  US 
economy,  the  following  changes  were  visited  on  the  American  people:  de-industrialization, 
de-unionization,  trade  policies  that  export  U.S.  jobs,  lower  real  wages,  restricted  access  to 
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health  care,  plummeting  public  health  standards,  a  plague  of  substance  abuse,  declining 
public  services,  a  widening  chasm  of  social  inequality,  grievous  new  inequities  in  the  tax 
system,  and  greater  insecurity  for  working  people. 

The  low-wage  strategy  results  in  an  econc»uic  race  to  the  bottom.  It  is  as  if  in  their 
demented  zeal  to  achieve  a  kind  of  "competitiveness"  by  driving  U.S.  standards  down  to  ever 
lower  levels  ,  they  forgot  to  ask:  competitiveness  for  what?  Competitiveness  is  only  good  if, 
by  means  of  it,  people  live  better.  An  economy  isn't  a  thir^,  it's  the  ways  people  are 
organized  to  meet  their  material  needs. 

Manufacturing  Matters.  New  York  Manufacturing  Can  Be  Saved. 

Some  say:  "Manufacturing  doesn't  matter  much  anymore.  The  Information  Age,  the 
Service  Economy  and  Cybernetics  will  relegate  the  American  factory  to  a  museum  relic." 

Although  this  king  of  thinking  isn't  as  popular  as  it  used  to  be,  it  still  floats  around 
in  some  rarified  intellectual  and  academic  circles. 

A  study  by  the  Economic  PoUcy  Institute  (EPI)  reveals  that  the  nation's 
manu&icturing  sector  is  even  more  vital  to  the  health  of  the  economy  than  one  might  have 
thought  The  study,  Employment  Multipliers  in  the  U.S.  Economy,  found  that  the  average 

U.S.  manufacturing  job  generates  four  and  a  half  times  as  many  secondary  jobs  as  the 
average  retail  job.  It  said  the  same  factory  job  generates  almost  three  times  as  many 
secondary  jobs  as  a  typical  personal  and  business  services  sector  job. 

There  is  little  sense  in  dwelling  on  complaints  about  particular  policies  of  the  New 
York  State  Department  of  Economic  Development  (NYSDED),  whose  job  is  btjsiness 
recruitment  and  retentioiL  The  truth  is:  defensive,  reactive  policies  that  aspire  only  to  slow 
the  relentless  decline  of  the  state's  industrial  base  have  not  worked  and  won't  work.  Nor 
win  attempts  to  save  New  York  industry  company-by-company  through  seductive  tax 
abatement  and  subsidy  packages. 

The  New  York  State  Congressional  Delegation  Is  Not  Doing  Enough.     . 

It's  time  to  organize  and  mobilize  our  thirty-one-member  New  York  State 
Congressional  delegation  around  a  New  York  State  Economic  Agenda. 

Elements  of  that  agenda  could  be: 

A.        Justice  for  New  York 

Looking  backward.  New  York  suffered  in  the  Reagan-Bush  years.  Senator 
Moynihan's  Fisc  assesses  the  damages  precisely:  New  York  in  those  12  years  was 
cheated  of  $136  btlUon.   By  virtue  of  that  fact  ~  we  argue  -  special  consideration  is 
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due  to  New  YorL  But,  though  perhaps  the  most  victimized.  New  York  was  not 
alone.  Many  states  will  seek  a  heightened  level  of  aid  from  Washington.  The  New 
York  delegation  should  mobilize  aggressively  to  end  the  longstanding  unfairness  to 
our  state  and  win  the  share  of  new  federal  monies  the  state  deserves. 

B.  Defeat  federal  policies  that  hurt  New  York.   Fight  for  those  that  help  New  York. 

Sute  political  leaders  must  give  a  clearer  lead  to  the  Congressional  delegation,  as, 
for  example,  Governor  Cuomo  did,  on  federal  polides  that  threaten  the  well-being 
of  the  state,  for  example  NAFTA. 

C.  The  New  York  Congressional  delegation  must  act  cohesively  and  on  a  bipartisan 
basis. 

Some  state  delegations  act  as  a  unit  to  advance  their  state  interests.  With  few 
exceptions,  New  York  has  not  That  must  change. 

D.  Enact  federal  laws  to  curb  "smokestack  chasing." 

In  this  "no-good'deed-goes-unpunished"  federal  system  used  by  Big  Business  to  divide 
and  rule  state  and  local  government,  a  state's  virtues  become  liabilities.  New  York 
suffers  pohtical  discrimination  because  it  has  a  semi-civilized  level  of  public  services, 
a  measure  of  social  amenities,  and  it  raises  state  revenue  to  pay  for  them. 

New  Yorkers  in  Congress  should  be  foremost  in  devoting  energy  and  imagination  to 
designing  new  laws  that  restrict  or  eliminate  beggar-thy-neighbor  interstate  economic 
competition,  "smokestack  chasing"  of  which  there  are  all  to  many  recent  examples 
in  the  region.  The  U.S.  Secretory  of  Labor,  Robert  Reich,  has  been  eloquent  in 
denouncing  wasteful,  piratical  interstote  competition.  The  impact  of  smokestack- 
chasing  on  the  state  treasuries  can  be  ruinous:  Texas  paid  $30  million  to  hold  on  to 
an  auto  plant  North  Carolina  has  offered  a  German  manufacturer  $150  million  to 
locate  an  auto  plant  in  that  state.  Kentuclgr's  package  for  a  Toyota  Plant  in 
Georgetown  totalled  $125  million.  New  York  chases  skyscrapers,  as  well  as 
smcAestacks,  and  just  paid  a  disgraceful  $40  million  to  hold  Morgan-Stanley.  In 
March  1993  CBS  was  added  to  the  list,  for  just  under  $50  million. 

E.  "Don't  Stop  thinking  about  tomorrow." 

The  whole  delegation  should  follow  Senator  Moynihan's  outstanding  example  and 
think  strategically  for  New  York.  New  York  working  people  -  who  send  people  to 
Congress  and  who  pay  their  ample  salaries  -  expect  them  to  concentrate  on  issues 
that  affect  New  York's  long-term  economic  future. 

For  example,  candidate  Clinton  promised  to  develop  a  technology  policy.     He 
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promised  to  redirect  $76  bOlion  or  so  in  annual  Federal  research  spending  to  spur 
industrial  innovation.  Areas  to  get  stimulus  include  robotics,  batteries,  computer 
chips,  "smart"  roads,  biotechnology,  machine  tools,  fiber  optic  communications,  mag 
lev  trains,  computer  networks,  digital  imaging,  data  storage,  software,  sensors, 
computer-aided  manufocturing,  advanced  ccMnposite  materials  and  artificial 
intelligence.  Governor  Cuomo  and  the  State  Department  of  Economic  Development 
arc  working  on  this,  but  who  in  our  delegation  is  giving  thought,  attention  and 
leadership  to  the  question:  how  can  New  York  benefit?  We  expect  the  state 
Congressional  delegation  to  take  the  lead  on  this. 

The  Southern  Tier 

The  Southern  Tier  has  been  especially  devastated  by  the  industrial  restructuring  and 
corporate  downsizing  of  the  last  several  years.  According  to  the  NYSDOL  Labor  Market 
Analyst  for  the  Southern  Tier  Region,  during  the  five  years  that  ended  in  July  1993,  the 
region's  factories  pared  15,100  high  paying  jobs,  as  staff  reductions  occurred  at  ffiM,  CAE- 
Link,  Martin  Marietta,  Endicott  Johnson  and  Ampheool  Corporation,  to  name  just  a  few. 
Additional  cuts  occurred  at  many  small  companies.  The  latest  unemployment  numbers  I 
have,  for  April  1994  (not  seasonally  adjusted)  show  a  slight  decline  in  the  Southern  Tier 
unemployment  rate,  bam  6.9%  to  5.5%.    This  is  no  "recovery." 

Not  everybody  in  Albany  or  Washington  is  aware  that  the  Southern  Tier  Region  has 
the  second  highest  concentration  of  defense  procurement  activity  in  New  York  State.  The 
Southern  Tier  is  a  close  second  to  the  Long  Island  region. 

Organized  labor  has  long  advocated  that  federal  policymakers  put  in  place  an 
economic  conversion  policy  worthy  of  the  name.  State  government  should  be  pressing  them 
to  do  just  that.  State  government  is  also  responsible  for  the  transition  to  a  civilian  economy. 
True,  state  government  has  fewer  resources  than  Washington  for  cushioning  the  blows  of 
military  cutbacks.  A  few  years  ago,  at  the  worst  moments  of  the  recession.  New  York  State 
could  argue,  with  some  reason,  it  had  no  money.  Albany  now,  evidently,  has  some  money 
in  its  coffers,  and  wiser  budget  choices  could  be  made  about  its  allocations  than  were  made 
in  this  past  legislative  session. 

Thank  you. 
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FOREWORD 


The  1992  convention  of  the  New  York  State  AFL-CIO  approved  a  resolution  calling  on  the 
state  labor  federation  to  develop  abroad  labor  vision  of  how  the  state  economy  should  develop.  This 
document  is  the  consequence  of  that  convention  action. 

Toward  a  New  Economic  Strategy  for  New  York  State  contains  what  organized  labor  in  New 
York  is  thinking  about.  It  makes  no  claim  to  answer  all  questions.  But,  in  my  view,  it  not  only  asks 
the  right  questions,  it  points  out  the  direction  in  which  we  must  go. 

The  state  economy  is  a  mess.  New  York  State's  one-year  job  loss  in  1991  was  the  worst  since 
1 940,  according  to  Regional  Bureau  of  Labor  Statistics  Commissioner  Sam  Ehrenhalt  in  a  pamphlet 
for  the  Rockefeller  Institute  entitled  Profile  of  a  Recession:  The  New  York  Experience  in  the  Early 
1990s.  Since  1991  the  unemployment  rate  has  come  down  little,  if  at  all.  New  York  has  got  to  do 
things  differently.  There's  a  good  old  American  expression:  "If  it  ain't  broke,  don't  fix  it."  The 
jobless  figures  for  our  state  show  that  something's  broke,  and  we  had  better  fix  it. 

This  paper  is  intended  to  stir  up  a  more  focussed  discussion  in  our  own  movement—  and  in 
the  wider  public  arena  —  about  basic  economic  choices  facing  New  York  State.  Organized  labor 
has  been  talking  about  the  economy  since  there  was  a  labor  movement,  and  the  dozens  of  resolutions 
debated  and  passed  at  state  AFL-CIO  conventions  over  the  years  have  talked  about  the  selfsame 
issues  this  paper  raises.  What  is  new  in  this  paper  is  that  we  attempt  to  weave  these  ideas  into  a 
coherent  whole.  What  is  new,  also,  is  the  context,  the  unfolding  of  a  new  labor-supported 
Administration  in  Washington  D.C. 

My  thanks  to  the  committee  that  drafted  this  document:  Joseph  Jamison,  research  director. 
New  York  State  AFL-CIO;  Ed  Ott,  political  director,  CWA  1 180,  and  Nick  Unger,  New  York 
political  director,  ACTWU.  The  committee's  work  was  guided  by  Paul  Cole  and  Denis  Hughes. 
Many  state  AFL-CIO  vice  presidents  and  local  central  council  officers  offered  constructive 
criticism,  as  did  AFL-CIO  staff. 

EDWARD  J.  CLEARY       . 

President,  New  York  State  AFL-CIO 
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EXECUTIVE  SUMMARY 

The  recession  that  began  under  Bush  has  been  hammering  New  York  State.  As  a  result  New 
York  State  has  lost  550,000  jobs  in  all  sectors  since  June  1989.  Signs  of  economic  revival  are  faint 
or  non-existent.  Some  claim  manufacturing  is  in  its  death  throes,  with  employment  in 
manufacturing  under  1  million  for  the  first  time  since  nearly  the  turn  of  the  century.  The  state  fiscal 
crisis  is  in  its  fifth  year.  Unemployment  in  the  construction  sector  is  still  over  50%  in  all  too  many 
trades.  New  York  City's  official  unemployment  rate  is  well  above  the  state's  8.5%  rate. 

With  a  new  political  moment  in  the  nation,  it  is  time  for  the  New  York  labor  movement  to 
advance  its  own  vision  of  a  new  state  economic  strategy.  The  state's  economic  decline  is  not  just 
the  result  of  a  nasty  regional  recession,  nor  is  it  simply  the  result  of  Reagan-Bush  policies,  though 
political  discrimination  against  New  York  has  been  devastating  and  resulted  in  a  net  fiscal  outflow 
in  excess  of  $136  billion.  The  basic  reason  for  the  de-industrialization  and  decline  of  New  York 
State  is  unwise  economic  strategy  choices  made  decades  ago.  In  pzunicular,  our  port  and  rail  freight 
systems  -  vital  to  manufacturing  -  were  allowed  to  decline.  The  state  has  been  badly  served  by 
thenotion  that  its  prosperity  hinged  on  an  "information"  economy,  a  "financial  services"  economy ,  and 
a  "post-industrial"  future.  This  idea  ~  which  corresponds  to  the  interests  and  outlook  of  powerful 
banking/real  estate  elites  and  which  still  dominates  economic  development  thinking  in  New  York  - 
-  has  led  to  a  dov/nward  spiral  of  de-industrialization  and  decline  that  continues  to  this  day. 

The  labor  movement  rejects  this  notion.  Given  the  emergence  of  an  Administration  in 
Washington  D.C.  friendlier  to  working  people  and  to  New  York,  we  propose  to  organize  business, 
labor  and  Congressional  support  for  a  new,  New  York  Economic  Agenda  around  a  different  vision. 
We  favor  a  dialogue  with  state  government  about  new  strategic  directions.  Public  officials  ~ 
including  Senator  Moynihan  and  Governor  Cuomo  and  others  -  have  put  forward  key  elements 
of  a  new  economic  strategy.  The  most  advanced  thinking  about  the  state  economy  grasps  the 
centrality  of  the  link  between  transportation  innovation  and  the  revival  of  the  state  economy. 

Labor's  program  to  rebuild  New  York  includes  these  ideas: 

•  New  York's  revitalization  depends  chiefiy  on  the  resurgence  of  the  private  sector. 


Rebuild  the  port  and  the  freight  rail  system. 
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■  Restore  the  value  of  a  high  school  diploma. 

■  Raise  the  cost  to  corporations  of  leaving  New  York. 

•  Revive  the  construction  industry,  and  build  affordable  housing  for  working  people  first. 

•  Make  the  state  tax  system  more  progressive  and  end  the  state  fiscal  crisis. 

•  With  new  economic  development  principles,  restructure  economic  planning  agencies  and 
development  authorities. 

•  Make  the  redevelopment  of  manufacturing  industry  a  top  state  priority. 

•  Economic  development  for  all;    the  most  disadvantaged  come  first. 

•  Treat  culture  as  an  industry  in  New  York. 

•  Create  a  New  York  Bank  for  Jobs  and  Economic  Development. 

•  Strengthen  labor  rights  in  New  York. 

Economic  strategy  matters.  New  York  rose  to  economic  pre-eminence  because,  early  in 
the  19th  century,  visionary  state  officials  shrewdly  chose  to  build  an  Erie  Canal.  As  a  result,  an 
unremarkable  town  on  the  Eastern  seaboard  became  a  world  metropolis.  And  much  of  upstate  New 
York  became  a  industrial  powerhouse.  The  economic  decline  of  New  York  is  not  inevitable.  It 
is  the  result  of  an  unwise,  failed  economic  strategy.  A  new  strategy  can  make  the  New  York 
economy  thrive  again. 
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PARTI 

ECONOMIC  BACKGROUND 

"The  labor  movement  must  set  its  sights  on  putting  its  stamp  on  economic 
development  policy.  It 's  our  city.  It 's  our  state.  It 's  our  country.  We  need  to  ask 
—  and  answer  --  the  question:  Miat  kind  of  a  country  do  we  want?" 

Edward  J.  Cleary,  President,  New  York  State  AFL-CIO,  June  5,  1992 


What's  Going  Wrong  in  New  York  State? 

•  New  York  was  the  epicenter  of  the  unemployment  earthquake  triggered  by  the  Bush 
recession.  New  York  State  accounted  for  43%  of  the  job  losses  in  the  nation  in  1991: 
"  Household  survey  data,  for  example,  show  that  New  York  lost  318, 000 jobs  from  December 
1 990  to  December  1991  --  an  astounding  43  %  of  the  nation 's  entire  net  job  loss  during  that 
year.  "  (The  State  of  the  State's  Economy:  1992  The  Public  Policy  Institute  of  the  New 
York  State  Business  Council.) 

•  Construction  unemployment  remains  at  depression  levels  while  the  infrastructure  of  the 
state  decays. 

•  The  manufacturing  base  of  the  state  continues  to  be  destroyed.  In  February  1993  it  was 
announced  that  the  number  of  New  Yorkers  working  in  manufacturing  jobs  dipped  below 
1  million  -  983,300  -  for  the  first  time  since  data  have  been  collected.  Some  estimate  that 
it  is  the  lowest  figure  since  1906  or  1907. 

•  Chronic  fiscal  crisis  undermines  New  York's  public  services  that  depend  on  ~  and 
contribute  to  ~  New  York's  underlying  private  economy. 

New  York  State  is  still  headed  in  the  wrong  economic  direction.  Economists  predict  five 
more  lean  years  for  the  region.  But  we  do  not  need  economists  to  tell  us  this.  Working  people 
in  New  York  see  it  all  around  us.  We  see  it  in  the  victims  —  the  unemployed,  the  homeless,  the 
unraveling  health  care  system,  schools  that  fail  our  children. 
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The  recession  hit  New  York  State  early,  beginning  in  late  1987  with  the  crash  on  Wall  Street. 
It  hit  New  York  City  hardest  where  the  official  unemployment  rate  is  still  near  1 1  percent.  It  has 
relentlessly  eroded  upstate  manufacturing  employment  and  population.  In  1990  the  ten  largest 
upstate  cities  -  Buffalo,  Rochester,  Syracuse,  Albany,  Utica,  Schenectady,  Niagara  Falls,  Troy, 
Binghamton,  and  Rome  ~  showed  an  average  population  loss  of  6%  -  even  before  the  slump 
reached  its  most  acute  stage.  The  1990  poverty  rate  in  these  upstate  cities  was  over  20%,  higher 
than  in  New  York  City.  Signs  of  a  cyclical  recovery  are  faint  at  best.  As  of  spring  1993,  some 
of  the  state's  largest  employers  are  still  shedding  jobs.  But  it  would  be  misleading  to  suggest  that 
New  York  State's  economic  problems  have  arisen  only  in  the  last  five  years.  They  are  not  simply 
the  result  of  a  long,  nasty  regional  recession  or  the  consequences  of  Reagan-Bush  policies.  In  our 
view,  they  stem  from  longer-term  negative  trends.  Basic  choices  about  development  directions 
made  decades  ago  are  at  the  root  of  present  difficulties. 


Labor's  Unique  Vantage  Point 

The  New  York  State  AFL-CIO  has  a  responsibility  to  the  2.5  million  working  people  it 
represents  to  offer  a  vision  that  gives  it  a  place  in  the  discussion  on  the  economic  direction  of  New 
York  State.  Organized  labor  is  one  of  the  few  institutions  that  represents  and  thinks  about  the  well- 
being  of  people  in  the  public  and  private  sectors.  Representing  people  in  both  sectors  affords  the 
labor  movement  a  unique  understanding  of  the  need  for  balance  in  public  policy  discussion  on 
economic  development. 

The  New  York  State  AFL-CIO  believes  that  the  private  sector  is  the  driving  force  of  wealth- 
creation.  We  also  believe  that  government  has  an  indispensable  role  to  play  in  providing  the  full 
range  of  public  services  without  which  industry  and  commerce  cannot  thrive.  We  need  both  a  far- 
seeing,  imaginative  government  and  a  dynamic  private  sector  working  together.  Government  must 
be  guarantor  of  the  living  standards  and  workplace  standards  historically  achieved  by  working 
people  and  the  unions  they  have  built  to  defend  themselves. 

Government  on  all  levels  has  to  help  all  of  us  create  wealth.  Since  the  late  1970s,  with  the 
rightward  turn  in  American  politics,  the  dominant  view  tells  government  to  get  out  of  the  way.  It  has 
been  influential  even  in  New  York.  We  emphatically  reject  that  view. 


A  New  Political  Moment 

Our  country  and  our  state  are  at  a  crossroads.  The  economic  direction  taken  in  1993  will 
likely  shape  the  nation  and  New  York  State  into  the  next  century.  We  have  just  elected  a  new 
President.  His  election  was  a  reflection  of  his  superb  campaigning  abilities  and  popular  rejection 
of  the  failed  policies  of  the  past  twelve  years.  After  suffering  a  decade  of  the  "trickle  down"  dogma 
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—  the  notion  that  a  gathering  of  wealth  by  a  few  at  the  top  will  result  in  general  prosperity  —  the 
American  people  chose  another  direction.  Voters  recognized  that  laissez-faire  is  inimical  to  the  best 
interest  of  the  United  States. 

Like  the  U.S.  as  a  whole,  the  State  of  New  York  must  come  to  terms  with  a  new  political 
moment  in  the  life  of  the  nation.  Not  only  is  politics  changing.  The  new  economic  thinkers  in  the 
Clinton  Administration  are  searching  for  policies  to  make  the  nation  prosper  in  an  emerging  global 
economy.  New  York  must  correctly  discern  its  self-interest  and  seize  its  opportunities. 

In  this  election,  we  believe,  the  American  people  chose  a  view  of  government  as  an  enabling 
force  in  the  economy.  It  is  the  job  of  government  to  provide  good  schools,  to  build  roads,  bridges  and 
ports,  and  develop  a  trade  policy  that  is  in  the  national  interest. 

The  American  people  have  decided  that  the  role  of  government  is  to  make  the  private 
economy  grow.  It  may  seem  obvious,  but  the  contrary  view  of  the  past  12  years,  endlessly 
propagated  by  the  far  right  —  that  government  should  be  a  minimal  social  safety  net  ~  still  has  a 
grip  on  those  who  even  reject  it  at  a  conscious  level. 


New  York  State  Should  Lead 

Our  state  has  ahistory  of  leading  in  world  trade,  manufacturing,  finance  and  communications, 
and  the  list  could  go  on.  New  York  State  economic  leadership  was  no  accident.  New  York  has  great 
ports  in  New  York  City,  Albany  and  along  the  St.  Lawrence  seaway.  We  have  a  statewide  university 
system  that  can  educate  and  train  more  people  than  any  other  system  in  the  nation.  This,  coupled  with 
one  of  the  most  diversified  work  forces  in  the  world,  should  allow  us  to  not  only  stay  even  in  global 
economic  competition,  but  to  lead. 

If  this  state  is  willing  to  be  bold  and  its  leaders  are  willing  to  invest,  we  can  prosper.  What 
is  needed  in  any  economic  development  plan  is  an  optimistic  view  of  the  New  York  future.  Economic 
strategy  is  not  just  industrial  policy.  It  is  certainly  not  fiscal  policy.  Economic  strategy  requires  an 
understanding  of  where  the  world  is  going  and  what  it  will  take  to  make  New  York  lead  the  way.  In 
the  19th  century  economic  development  meant  deciding  to  build  the  Erie  Canal .  This  project  opened 
up  the  Midwest  to  our  manufacturers  and  traders.  We  need  to  make  similar  wise  decisions  today. 


Ask  the  Right  Questions 

There  is  little  sense  in  dwelling  on  narrow  complaints  about  particular  policies  of  the  New 
York  State  Department  of  Economic  Development  (NYSDED),  whose  job  is  business  recruitment 
and  retention.  NYSDED  is  filled  with  honest,  hard  working  officials  and  friends  of  labor.  But 
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the  brutal  truth  is:  defensive,  reactive  policies  that  aspire  only  to  slow  the  relentless  decline 
of  the  state's  industrial  base  have  not  worked  and  won't  work.  Nor  will  attempts  to  save  New 
York  industry  company  by  company  through  seductive  tax  abatement  and  subsidy  packages. 

We  should  not  be  asking  the  question:  What  is  DED  doing  wrong?  The  right  questions 
to  ask  are:  What  is  a  new  economic  development  strategy  that  can  propel  the  state  economy 
back  to  the  leadership  that  it  held  for  so  many  decades?  What  strategic  choices  must  New 
York  State  make  now  so  that  in  ten  years  the  state  economy  is  in  a  more  competitive  position? 

Some  New  York  State  strategies  -  the  running  down  of  the  Port  of  New  York  and  its  freight 
rail  system  in  the  first  place  -  have  been  calamitous.  To  reverse  New  York's  decline  we  must 
bite  the  bullet  and  reverse  those  policies. 


An  Opposing  View 

Economic  development  discussion  and  policy  have  been  dominated  by  banking  and  real 
estate  interests  and  their  representatives  in  government,  academia,  and  the  media.  Very  different 
views  than  ours  are  propagated  by,  for  example,  A  Vision  For  New  York's  Future,  a  Business 
Council  pamphlet  outlining  ten  economic  goals  for  the  state.  Its  first  four  sound  eerily  similar  to 
classic  labor  goals:  job  growth,  good-paying  jobs,  population  growth,  and  a  better  life  for  the  poor. 
But  "  the  devil  is  in  the  details.  " 

A  closer  look  discloses  profound  differences.  In  the  Business  Council  analysis  these  are 
New  York's  economic  ailments:  taxes  are  too  high;  business  regulation  is  too  severe;  health 
insurance  costs  and  workers'compensation  costs  are  excessive;  product  liability  laws  are  too 
burdensome.  Organized  labor  seeks  business  support  for  our  vision  of  state  economic  development, 
but  there  is  little  possibility  of  shared  vision  based  on  a  stale  rehash  of  "  low-wage,  low-public- 
service"  strategy,  a  staple  of  corporate  ideology  of  the  1980s. 


What  States  Can  and  Cannot  Do 

State  government  must  be  an  active  organizer  of  a  strategy  for  creating  wealth  in  our  state. 
For,  in  one  sense,  there  is  no  U.S.  economy.  The  country  is  too  big  and  too  varied  to  be  considered 
a  single  economic  unit.  Thinking  about  the  economy  must  take  into  account  that  the  U .  S .  economy 
is  a  collection  of  regional  economies,  some  booming,  some  reviving,  some  sinking  and  some  barely 
alive. 

In  the  1980s,  with  a  hostile  White  House  and  with  New  York  State  shortchanged  by  federal 
policy,  there  was  extra  pressure  on  the  labor  movement  to  try  to  do  things  in  Albany  that  could  not 


New  York  State  AFL-CIO 


81-702  0-94-10 


278 


Toward  a  New  Economic  Strategy  for  New  York  State 


be  done  in  Washington  D.C.  For  example,  on  tax  policy,  on  programs  to  convert  from  defense  to 
civilian  production  and  other  issues,  all  too  often  Albany  said  that  there  was  no  money  to  make  big 
moves.  "  V/ait  till  there 's  a  Democrat  in  the  White  Home.  "  It  was  wrong  even  in  the  1980s,  but  the 
excuse  is  now  gone.  In  1993,  with  a  labor-supported  Administration  in  Washington  D.C. ,  there  may 
be  fewer  disagreements  about  what  can  or  cannot  be  done  at  the  state  level. 

State  efforts  do  have  limitations.  States  do  not  have  the  economic  policy  powers  of  the 
national  government.  The  states  do  not  possess  the  federal  government's  power  to  deal  with  other 
countries  in  matters  of  trade  and  co-ordination  of  economic  policies.  We  acknowledge  there  are 
some  things  that  the  federal  government  alone  can  and  must  do. 

But  we  insist  that  state  leaders  recognize  that  economic  fundamentals  —  shaped  by  the  state 
—  matter.  State  economic  strategy  matters.  The  state  role  goes  way  beyond  the  notion  that  state 
experimentation  eventually  leads  to  federal  solutions.  More  than  two  centuries  of  New  York  State 
history  show  that  when  state  government  shrewdly  chose  the  right  economic  strategy,  it  set  in  motion 
the  immense  wealth-creating  potential  of  New  York. 
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PART  II 

ORIGIN  AND  GOALS  OF  THIS  DOCUMENT 


Origin 

This  document  springs  from  several  separate  discussions  within  the  labor  movement.  In  199 1 
the  state  AFL-CIO  ~  confronting  the  state  $6  billion  budget  deficit  and  resulting  fiscal  crisis  -  united 
both  public  and  private  sector  unions  for  the  first  time  around  demands  for  a  new  state  tax  policy  -- 
centered  on  a  restructured  and  more  progressive  tax  system.  The  result  was  the  study  Taxes  We  Can 
Live  With.   The  federation's  success  in  forging  consensus  emboldened  it  to  try  a  larger  project. 

About  the  same  time  some  New  York  City  public  employee  unions  were  fighting  for  new 
revenues  to  meet  a  New  York  City  budget  deficit  threatening  their  members'  jobs.  They  found  that 
focussing  only  on  revenues  failed  to  win  much  public  support  and  made  it  harder  to  involve  other 
sectors  of  organized  labor  such  as  the  building  trades,  industrial  unions,  and  other  private  sector 
unions.  Thus  was  bom  the  Labor  Coalition  to  Rebuild  New  Yorli,  an  independent  labor 
committee  uniting  some  public  and  private  sector  unions  striving  to  go  beyond  revenue-raising  ideas 
issues  to  the  bigger  question:   Why  wasn't  the  New  York  City  economy  working? 

Simultaneously ,  the  state  AFL-CIO  was  organizing  an  Industrial  Division  to  better  express  the 
needs  of  the  state's  industrial  unions.  The  Industrial  Division's  first  conference  in  Syracuse  showed 
great  unhappiness  with  state  economic  development  practices.  Moreover,  industrial  unions  were 
keen  to  revive  public  discussion  about  the  need  for  an  industrial  policy. 

Another  stream  feeding  the  widening  river  was  the  education  reform  debate.  Since  the  early 
1980s  the  AFT  has  led  that  debate,  linking  workforce  preparation  issues  to  the  larger  question  of  the 
new  U.S.  and  global  economy.  Ideas  now  becoming  policy  in  Clinton's  Department  of  Labor 
originated  in  the  work  of  teacher  trade  unionists. 

Decisive  impetus  came  in  October  1992  when  the  Executive  Council  of  the  state  AFL-CIO 
gave  final  approval  to  a  convention  resolution  which  called  upon  the  federation  "  to  establish  a 
Redevelop  New  York  Task  Force;  to  encourage  the  drawing  up  of  a  Redevelop  New  York  Economic 
Plan;  to  encourage  democratic  discussion  of  the  Redevelop  New  York  Plan  throughout  the  state.  " 
Nationally,  the  AFL-CIO'S  Public  Employee  Department  and  the  AFL-CIO  itself,  working  with  the 
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Corporation  for  Enterprise  Development,  had  concluded  that  "  states  were  where  the  economic 
development  action  is  "  and  produced  Working  Capitols,  a  Blueprint  for  State  Economic  Develop- 
ment. That  document  contains  case  studies  of  successes  in  bringing  organized  labor's  influence  to 
bear  on  economic  development.  . 

Finally,  November  1992  brought  good  news  and  bad  news  for  New  Yorkers.  It  was  a  new 
political  moment,  with  the  Clinton  election  opening  up  new  possibilities,  with  many  key  Clinton 
advisors  committed  to  new  economic  thinking  and  the  promise  of  a  "  high-wage,  high-skill 
economy"  and  a  jobs  program  to  stimulate  the  economy  of  a  New  York  that  had  been  the  special 
victim  of  Reagan-Bush  hostility.  But  the  labor-supported  Bond  Act,  a  modest  and  sensible  proposal 
for  job  creation  in  the  state,  went  down  to  defeat  by  a  hefty  margin.  It  was  a  warning  to  labor  about 
how  much  needs  to  be  done  to  influence  not  only  policymaker  thinking  but  voter  perceptions  of 
the  state's  real  economic  problems. 


Goals 

/.  To  influence  the  debate  about  the  shape  and  size  of  new  federal  spending  in  New  York. 

Disheartening  though  the  April  1 993  defeat  of  the  economic  sti  mulus  plan  was,  it  was  a  lost 
battle,  not  a  lost  war. 

New  federal  money  should  be  speedily  directed  to  job-creating  infrastructure.  Construction 
workers  desperately  need  work,  and  existing  infrastructure  needs  fixing  fast.  But  we  should  not 
do  infrastructure  in  the  old  way  that  reflects  the  failed  strategy.  The  stimulus  should  first  be  applied 
to  port  and  rail  facilities  that  will  reverse  the  de-industrialization  of  the  city,  metro  region,  and  state. 
The  stimulus  should  be  large  and  it  should  be  directed  where  most  needed.  Listen  to  the  mayors:  on 
January  25,  1993  the  nation's  mayors  identified  more  than  7,000  ready-to-go  construction  projects 
that  would  cost  $27  billion  dollars  and  create  400,000  jobs. 

"It's  the  Economy,  Stupid  !  "  is  the  celebrated  phrase  on  the  blackboard  in  the  headquarters 
of  the  Clinton  campaign  that  kept  campaign  strategists  and  the  candidate  on  message.  The  advice 
clinched  the  White  House. 

As  of  spring  1993  big  new  layoffs  announced  by  IBM,  GM,  Sears,  Kodak,  Pratt  and 
Whitney,  etc.  strengthened  the  case  for  a  job-creating  stimulus.  By  its  foolish  rejection  of  the 
stimulusplan  Congress  has  heightened  the  danger  that  the  recovery  will  falter.  As  it  was,  the  Clinton 
stimulus  proposal  was  too  small .  Only  a  year  ago  the  AFL-CIO  was  cal  ling  for  a  $60  billion  program 
at  a  minimum. 

New  York  cannot  pin  all  its  hopes  on  an  early  federal  rescue.  We  don't  know  how  long  it 
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will  take  to  win  the  argument  for  a  big  public  works  program.  Newfederal  money,  in  any  case,  won't 
be  enough  to  meet  the  immense  backlog  of  needs  in  the  state.  The  issue  can't  be  dodged:  new 
revenue  needs  to  be  raised  in  New  York  State  by  fair  and  adequate  state  taxes,  a  point  we  make 
elsewhere. 

Jobs  are  priority  #1.  Let  federal  deficit  reduction  come  out  of  savings,  for  example, 
achieved  by  real  health  care  reform,  not  by  foregoing  a  jobs  program.  The  Clinton  Administration 
can  save  billions  if  it  listens  to  its  allies  in  the  labor  movement  and  rejects  the  siren  song  of  "  managed 
competition,"  a  notion  tried  nowhere  in  the  world  and  unable  to  slow  the  health  care  inflation  that 
is  wrecking  the  competitiveness  of  the  U.S.  economy.  New  York  especially  stands  to  gain  from 
real  health  care  reform.  To  its  credit,  the  state  has  largely  refused  to  turn  its  face  against  the  needy 
and  sick,  but  the  reality  is  the  cost  of  health  insurance  is  crippling  New  York  businesses  and 
imperilling  state  and  local  budgets. 

The  shape  and  size  of  new  federal  spending  in  New  York  should  recognize  that  New  York 
State  was  the  special  victim  of  the  last  12  years.  New  York  has  been  pilloried  in  Reagan-Bush 
demonology  as  a  symbol  of  "  the  failure  of  the  welfare  state."  But,  it  wasn't  just  a  propaganda 
war  against  New  York;  it  was  a  fiscal  war.  Our  state  and  its  people  have  been  cheated.  Senator 
Moynihan  has  measured  New  York's  "  balance  of  payments"  with  Washington  D.C.  --  the 
difference  between  what  this  state  sent  to  what  Washington  and  what  it  received  back.  The  net  loss 
was  $136  billionfrom  Reagan 's first  inaugural  through  the  end  of  fiscal  1991.  That  is  the  dimension 
of  the  political  discrimination  suffered  by  New  York.  It  had  more  than  a  little  to  do  with  the  state's 
present  economic  crisis. 

No  wonder  New  York  gave  its  votes  to  Clinton  and  Gore  ~  almost  50%  in  a  three-way  race 
~  as  few  other  states  did  in  November  1992.  We  believe  that,  as  states  line  up  for  their  fair  share 
of  the  new  administration's  public  investment  program.  New  York  should  be  given  its  due.  We 
were  first  in  line  for  the  punishment;  we  stake  a  claim  to  be  first  in  line  for  the  healing. 


2.    To  pull  together  the  strands  of  economic  development  discussion  going  on  in  the  labor 
movement. 

The  state  AFL-CIO  believes  that  public  sector  unions  should  think  about  the  revitalization 
of  manufacturing.  Industrial  unions  should  think  about  fiscal  policy  and  the  maintenance  of  public 
services,  and  both  of  these  should  understand  the  urgent  need  for  job  creation  in  construction  that 
can  jump-start  the  whole  economy  and  stimulate  a  cyclical  recovery. 

This  document  aims  to  begin  ~  not  conclude  —  a  discussion  in  the  labor  movement  around  a 
broad,  coherent  vision  of  what  economic  development  should  look  like  in  New  York,  and  what 
federal  and  state  government  should  be  doing  for  the  state  economy.  But  it  speaks  not  only  of  the 
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interests  of  union  members,  or  even  workers  generally.  We  need  a  strategy  in  the  interests  of  all  New 
Yorkers.  We  want  a  strategy  that  produces  flourishing  business  enterprises. 


3.     To  support  the  sound  economic  development  initiatives  by  New  York  state  government 
and  to  criticize  state  government  where  necessary. 

So  many  of  the  current  administration's  ideas  and  policies  are  worthy  of  organized  labor's 
wholehearted  support.  But  we  want  to  engage  state  government  in  a  discussion  about  new  strategic 
directions. 

The  governor  has  been  particularly  eloquent  on  many  of  the  key  points  argued  in  this  paper. 
For  example,  in  a  Wall  Street  Journal  article  (12-24-92)  on  the  state's  Industrial  Effectiveness 
Program,  the  governor  declared:  "  You  have  to  retain  all  the  manufacturing  base  you  can  because 
you  can't  have  a  pure  service  economy  and  make  it.  "  Our  point  exactly. 

But  such  clarity  seems  less  in  evidence  elsewhere  in  state  government.  Read  the  Draft  New 
York  State  1993- 1 996  Economic  Development  Plan  circulated  for  public  comment  in  January  1993. 
There  are  many  words  about  manufacturing  modernization,  but  it  is  agnostic  about  whether 
manufacturing  employment  -  now  less  than  one  million  -  can  be  increased.  Truth  is:  Albany 
expects  the  hemorrhaging  of  manufacturing  industry  to  continue.  Albany  hopes  to  slow  it,  but  it 
doesn't  think  it  can  be  stopped,  let  alone  reversed.  We  think  it  can  be  reversed.  But,  for  now.  New 
York  State  is  still  careening  toward  a  factory-free  future. 

One  could  wish  for  improvements  in  the  political  culture  at  economic  development  agencies, 
state  and  city. 

Item :  A  staff  economist  at  N  YSDED  sought  data  from  a  state  labor  federation  staffer 
on  private  sector  union  density,  much  lower  than  that  of  the  highly  organized  New 
York  public  sector,  so  DED  could  reassure  a  visiting  corporate  management  that 
New  York  State,  after  all,  wasn't  as  unionized  as  management  feared. 

Item:  The  day  New  York  State  AFL-CIO  President  Cleary  spoke  to  the  Making 
New  York  Work  Agam conference,  banker  Barry  Sullivan,  newly  appointed  New 
York  City  Commissioner  of  Economic  Development,  on  an  economic  mission  to 
the  United  Kingdom  was  quoted  in  the  New  York  Ti  mes  as  saying  to  British  business 
" . . . .  what  New  York  City  needed  was  more  low-wage  service  workers.  " 

The  New  York  State  AFL-CIO  has  been  especially  enthusiastic  about  another  initiative  of  the 
Cuomo  Administration,  the  Excelsior  Award.  It  reflects  advanced  thinking  about  what  it  takes  to 
achieve  world-class  quality  levels,  a  high-skill  workforce,  and  co-operative  labor-management 
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relations.  Excelsiorhieaks  new  ground  in  that  the  award  is  open  not  only  to  business  organizations, 
but  to  public  sector  agencies  and  educational  institutions. 

State  of  the  State  messages  and  Executive  Budgets  are  not  economic  strategy  documents, 
but  there  are  many  praiseworthy,  labor-supported  economic  development  ideas  announced  by  the 
Administration  in  January  1993.  For  example,  the  New,  New  York  initiatives  such  as  widening 
highways,  improving  access  to  airports,  incentives  for  technology  transfer,  and  steps  to  boost 
tourism.  Investing  in  Transportation,  outlines  the  need  for  public  investments  in  highways, 
bridges,  and  mass  transit  systems.  Pursuing  New  Transportation  Technology  hails  the  New  York 
record  of  innovation  and  the  technologies  —  mcluding  mag  lev  —  on  which  the  New  York  future 
depends. 

Especially  welcome  is  the  governor's  assignment  of  State  DED  to  "  develop  an  updated 
technology  policy"  for  the  next  five  years  in  anticipation  of  new  Federal  spending  in  this  area. 

The  State  of  the  State  message  correctly  states:  "  We  know  we  can  not  expect  substantial 
help  from  Washington  immediately.  ...we  must  continue  to  take  constructive  action  at  the  state  level 
to  revive  our  economy.  "  To  put  in  place  a  new  strategy,  revenue  will  be  needed. 

But  a  serious  difference  remains  over  a  key  issue  on  which  so  much  else  depends:  tax  policy. 
It  is  disappointing  that  the  framers  of  the  Executive  Budget  still  are  unwilling  to  contemplate  raising 
broad-based  taxes.  Such  a  stance  denies  the  Administration  the  very  revenue  it  needs  to  carry  out 
its  best  ideas.  The  root  of  the  difference  is  varying  estimates  of  how  far  the  state  can  raise  its  own 
revenues  without  risking  business  exodus.  There  is  reason  to  suppose  that,  with  a  Democratic  White 
House  and  Congress,  the  federal  tax  structure  will  evolve  toward  greater  progressivity,  giving 
Albany  new  political  space  and  a  federal  partner  it  hasn't  had  for  12  years. 


4.     To  organize  and  mobilize  our  thirty-one-member  New  York  State  Congressional  delegation 
around  a  New  York  State  Economic  Agenda. 

Elements  of  that  agenda  could  be: 

A.  Justice  for  New  York 

Looking  backward.  New  York  suffered  in  the  Reagan-Bush  years.  Senator  Moynihan's  Fisc 
assesses  the  damage  precisely:  New  York  was  cheated  of  $136  billion.  By  virtue  of  that  fact 
—  we  argue—  special  consideration  is  due  to  New  York.  But,  though  perhaps  the  most 
victimized.  New  York  was  not  alone.  Many  states  will  seek  a  heightened  level  of  aid  from 
Clinton  and  Congress.  The  New  York  delegation  should  mobilize  aggressively  to  end  the 
longstanding  unfairness  to  our  state  and  win  the  share  of  new  federal  monies  the  state 
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deserves.  Looking  forward,  why  isn't  more  being  done  by  the  New  York  delegation  to  take 
the  lead,  for  example,  in  opposition  to  federal  laws  that  give  incentives  for  export  of  capital 
andjobs  out  of  state,  or  worse,  out  of  the  country?  The  delegation  should  make  the  most  of 
the  fact  that  Clinton  and  Gore  during  the  campaign  signaled  a  favorable  attitude  to  such 
reforms. 


B.  Defeat  federal  policies  that  hurt  New  York.  Fight  for  those  that  help  New  York. 

State  political  leaders  must  give  a  clearer  lead  to  the  Congressional  delegation,  as,  for 
example,  Governor  Cuomo  has  already  done,  on  federal  policies  that  threaten  the  well-being 
of  the  state,  including  NAFTA  and  GATT. 

The  delegation  should  fight  for  genuine  national  health  care  reform  not  only  on  its  merits, 
but  because  it  will  make  New  York  more  competitive.  Moreover,  taking  its  lead  from  the 
labor  movement,  the  delegation  should  fight  for  comprehensive  labor  law  reform,  for 
example.  New  York,  a  state  with  relatively  high  union  density,  can  only  benefit 
competitively  if,  with  new  and  fairer  labor  laws  in  the  1990s,  organizing  drives  succeed  in 
raising  union  density  in  the  Sunbelt. 


C.  The  New  York  Congressional  delegation  must  act  cohesively  and  on  a  bipartisan 
basis. 

Some  state  delegations  act  as  a  unit  to  advance  their  state  interests.  With  few  exceptions. 
New  York  has  not.  That  must  change. 


D.   Enact  federal  laws  to  curb  "  smokestack  chasing." 

In  this  "  no-good-deed-goes-unpunished"  federal  system  used  by  Big  Business  to  divide  and 
rule  state  and  local  government,  a  state's  virtues  become  liabilities.    New  York  suffers 
political  discrimination  because  it  has  a  semi-civilized  level  of  public  services,  a  measure 
of  social  amenities,  and  raises  state  revenue  to  pay  for  them. 

New  Yorkers  in  Congress  should  be  foremost  in  devoting  political  energy  and  imagination 
to  designing  new  laws  that  restrict  or  eliminate  beggar-thy-neighbor  interstate  economic 
competition,  "  smokestack  chasing"  of  which  there  are  all  too  many  recent  examples  in  the 
tri-state  region.  The  newU.S.  Secretary  of  Labor,  political  economist  Robert  Reich,  has  been 
eloquent  -  ironically  at  the  October  1991  conference  wjiere  the  so  called  "  non-aggression 
pact"  among  the  three  states  of  the  metro  region  was  signed  —  in  denouncing  wasteful. 
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piratical  interstate  competition .  The  impact  of  smokestack-chasing  on  state  treasuries  can  be 
ruinous:  Texas  paid  $30  million  to  hold  on  to  an  auto  plant.  North  Carolina  has  offered  a 
German  manufacturer  $  150  million  to  locate  an  auto  plant  in  that  state.  Kentucky's  package 
for  a  Toyota  Plant  in  Georgetown  totalled  $125  million.  New  York  chases  skyscrapers,  as  well 
as  smokestacks,  and  just  paid  a  disgraceful  $40  million  to  hold  Morgan-Stanley.  In  March 
1993  CBS  was  added  to  the  list,  for  just  under  $50  million. 


E.   "Don't  stop  thinking  about  tomorrow." 

The  whole  delegation  should  follow  Senator  Moynihan's  outstanding  example  and  think 
strategically/or  New  York.  New  York  working  people  ~  who  send  people  to  Congress  and 
who  pay  their  ample  salaries  ~  expect  them  to  concentrate  on  issues  that  affect  New  York's 
long-term  economic  future. 

For  example,  candidate  Clinton  promised  to  develop  a  technology  policy.  He  promised  to 
redirect  $76  billion  or  so  in  annual  Federal  research  spending  so  it  spurs  industrial 
innovation.  Areas  to  get  stimulus  include  robotics,  batteries,  computer  chips,  "  smart" 
roads,  biotechnology,  machine  tools,  fiberoptic  communications,  mag  lev  trains,  computer 
networks,  digital  imaging,  data  storage,  software,  sensors,  computer-aided  manufacturing, 
advanced  composite  materials  and  artificial  intelligence.  Governor  Cuomo  and  the  State 
DED  are  working  on  this,  but  who  in  our  delegation  is  giving  thought,  attention  and 
leadership  to  the  question:  how  can  New  York  benefit? 

Clinton's  most  important  campaign  speech  on  the  economy  was  at  the  Detroit  Economic  Club 
where  he  spoke  of  the  need  for  a  national  economic  strategy.  How  does  a  New  York  State 
Economic  Agenda  fit  in?  We  expect  the  state  Congressional  delegation  to  take  the  lead  on 
this. 
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PART  III 

A  LABOR  PROGRAM  TO  REBUILD  NEW  YORK 

State  and  local  economies  depend  on  a  private-public  partnership  to  create  a  climate 
in  which  growth  can  occur  and  Jobs  be  created.  Governments  often  act  in  a  short- 
sighted manner  when  they  respond  to  recession  by  cutting  essential  services  and 
investments  for  thefiiture. 

Effective  economic  development  is  based  on  a  willingness  to  make  public  invest- 
ments. This  means  training  workers,  educating  the  young,  fostering  new  technolo- 
gies and  high  tech  industries  and  putting  in  place  the  necessary  roads,  bridges  and 
airports.  It  also  means  encouraging  basic  industries  with  well-paying  manufactur- 
ing jobs. 

Encouraging  business  firms  and  developing  new  jobs  is  important.  But  state  and 
local  governments  have  important  roles  to  play  in  providing  essential  services,  too. 
They  cannot  fulfill  their  basic  functions  if  they  are  giving  away  their  tax  base  to 
footloose  business  out  for  the  best  deal. 

Working  Capitols:  A  Blueprint  for  State  Economic  Development 


Labor's  12-Point  Program  to  Rebuild  New  York  State 

The  following  I2-ix)int  program  contains  our  specific  proposals  for  a  new  strategy  for  the 
New  York  State  economy. 


1.  New  York's  economic  revitalization  depends  chiefly  on  the  resurgence  of  the  private  economy. 

The  people  of  New  York  have  to  get  back  to  work.  The  private  economy  is  where  most  New 
Yorkers  work  and  where  most  wealth  is  produced.  President  Clinton  campaigned  and  won  on  a 
rejection  of  the  trickle-down  economic  dogma  of  the  Reagan-Bush  era  ~  the  notion  that  unleashing 
the  greed  of  corporations  and  the  rich  through  slashing  thei  r  taxes  would  power  the  economy  to  lasting 
prosperity.  In  truth,  trickle-down  dogma  never  corresponded  to  reality.  The  better  yearsof  the  1980s 
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depended  on  foreign  creditors  financing  massive,  expansionary  federal  deficits.  In  the  1990s, 
conditions  have  changed,  and  such  policies  have  reached  their  limits.  They  are  no  longer  options. 

What  will  it  take  to  revitalize  New  York's  private  economy?  A  federal  fiscal  stimulus 
program  will  start  the  process.  "Prime  the  pump"  with  spending  on  public  works  projects,  on 
education  and  training,  on  programs  to  build  new  housing  for  low  and  moderate  income  Americans, 
and  on  aid  to  state  and  local  government  to  forestall  further  public  service  cutbacks. 

In  February  1992  the  national  AFL-CIO  called  for  a  fiscal  stimulus  on  the  order  of  a  mere 
one  percent  of  GDP  ~  which  then  would  have  amounted  to  about  $60  billion.  It  remains  a  good 
formula  with  which  to  counter  those  in  the  Clinton  Administration  advocating  a  small,  weak  jobs 
program,  far  below  what  is  needed.  One  percent  of  GDP  is  not  too  much  to  ask. 


2.  The  urgent,  immediate  step,  then,  is  a  public  works  program  to  rebuild  infrastructure. 
But,  infrastructure,  a  trendy  word  these  days,  does  not  just  mean  repair  of  existing  roads 
and  bridges.  If  long-term  decline  is  to  be  reversed  and  competitiveness  is  to  be  restored. 
New  York  State  must  do  something  new:  rebuild  the  port  and  railroad  system.  A  world- 
class  economy  needs  a  world-class  transportation  system  that  can  move  goods  and 
people. 

Moynihan  on  Transportation  Innovation 

New  York  is  going  to  get  it  wrong  if  it  does  the  same  old  thing.  A  bold  thinker  —  and  do- 
er —  about  transportation  in  New  York  is  none  other  than  the  state's  senior  U.S.  Senator.  Senator 
Moynihan  shepherded  through  Congress,  with  a  hostile  Administration  in  the  White  House,  a  major 
bill  bringing  $12  billion  in  federal  transportation  funding  for  the  state,  plus  an  additional  $5  billion 
as  repayment  for  the  Thru  way ,  through  the  1 990  Intermodal  Surface  Transportation  Efficiency  Act, 
ISTEA,  so  called. 

Moynihan's  pioneering  November  1989  essay  in  Scientific  American  on  magnetic  levitation 
transportation  technology  ("  mag  lev"  )  ~  invented  on  Long  Island  by  a  New  York  scientist  in  the 
1960s,  but  developed  overseas  by  our  economic  rivals  ~  launched  public  discussion  about  this 
promising  new  technology. 

. . .  TTiere  was  always  some  development  in  transportation  that  the  world  came  to  New 
York  to  see. . .  New  York  has  defined  itself  by  its  innovations  in  transportation  ~  the 
Erie  Canal,  the  steamboat,  the  New  York  Central  Railroad,  the  elevated  transit,  the 
subway,  the  St.  Lawrence  Seaway,  the  Thruway.  In  half  a  century  New  York  state 
has  not  introduced  a  single  new  mode  of  transportation,  we  who  had  done  so  in  every 
generationfor  ISOyears. 
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As  of  October  1992  Moynihan  was  openly  expressing  worry  that  the  new  money  would  be  spent  on 
maintaining  the  transportation  status  quo. 


Causes  of  Deindustrialization 

The  heart  of  the  matter  is  this:  begin  with  New  York  City,  representing,  say,  half  the 
population  of  the  state.  New  York  City  rose  to  world  economic  leadership  not  because  Big  Real 
Estate  nestled  here  thinking  the  views  overlooking  the  Palisades  would  be  terrific.  New  York  City 
rose  because  of  fundamental  competitive  advantages:  in  the  early  19th  century  enlightened  New 
York  State  economic  strategy  dug  an  Erie  canal  that  gave  New  York  harbor  access  to  the  interior 
of  the  North  American  continent  and  because,  next  to  Rotterdam,  we  have  the  deepest,  most 
navigable  all-year  port  in  the  world. 

In  the  20th  century  enlightened  decision-making  gave  way  to  its  opposite.  Planning 
decisions  ~  elite  planning  not  democratic  planning  —  made  in  the  first  post-World  War  II  decades 
gave  priority  to  the  wishes  of  big  banks  and  big  real  estate.  New  York  City  is  still  living  out  the 
consequences  of  the  downward  spiral  of  industrial  decline  that  these  decisions  initiated.  They  were 
based  on  the  illusion  of  the  ever-expanding  financial  service  economy.  Despite  protests  from 
maritime  unions,  industry,  merchants  and  communities,  the  port  declined  in  New  York.  Against 
the  odds,  with  sheer  doggedness  and  often  alone,  maritime  unions  have  for  decades  fought  brilliant 
defensive  battles  to  hold  on  to  waterfront  jobs.  As  a  result  of  the  port's  decline,  the  rail  system 
died  too.  Without  the  traffic  generated  by  the  world's  greatest  port,  the  rail  system  became 
unviable.  Today,  New  York  City  is  the  only  city  in  the  nation  without  a  freight  rail  connection  to 
the  mainland.  Industrial  jobs,  dependent  on  cheap  sea  and  rail  transport,  began  to  hemorrhage. 

These  ideas  apply  not  only  to  New  York  City,  but  to  the  whole  state.  To  be  competitive,  New 
York  State  needs  a  first-rate  transportation  system  based  on  a  rebirth  of  the  Port  of  New  York.  That 
alone  will  give  a  lift  to  manufacturing  industry  across  the  state.  Too,  there  must  fresh  thinking  about 
upstate  requirements  for  freight  rail  and  port  facilities  to  make  sure  New  York's  geographic 
advantages  are  fully  exploited. 

A  2 1  St  century  world-class  manufacturing  sector  cannot  rely  on  a  1 9th  century  transportation 
system. 

Another  seminal  thinker  with  convincing  arguments  on  economic  development  and  transpor- 
tation policy  is  a  newly  minted  New  York  City  Congressman,  Rep.  Jerrold  Nadler.  His  views  are 
being  tested  in  the  current  political  battle  to  ensure  that  ISTEA  money  is  used  in  part  to  fund  a  $750 
million  rail  freight  tunnel  under  New  York  harbor  from  Brooklyn  to  Staten  Island  or  New  Jersey. 
Nadler' s  arguments,  drawn  from  a  1 99 1  speech  and  worth  citing  at  length ,  make  excellent  economic 
development  sense: 
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The  fact  is  the  New  York  region  is  in  severe  systemic  -  not  merely  cyclical  -- 
economic  decline.  Manufacturing  employment  in  the  City  is  down  152, 000 jobs  since 
1980,  a  SOpercem  loss  --five  times  the  6perceru  national  average  for  the  same  period. 
In  the  last  couple  of  decades  we  have  concentrated  all  our  economic  eggs  in  ever 
fewer  baskets  -principally  the  so  called  FIRE  industries  (finance,  insurance,  and  real 
estate).  The  recent  boom  in  these  areas  gave  us  a  false  image  of  prosperity.  New 
York  is  having  a  difficult  time  holding  these  industries.  They  are  characterized  by 
mobility:  As  telecommunication  improves,  so  does  the  ability  of  companies  to  move 
away  from  New  York. 

We  find  ourselves  in  the  position  of  competing  to  hold  our  base  industries  essentially 
by  saying  -  to  caricature  only  slightly  -  "  We  will  charge  you  lower  tax  rates,  we 
will  enable  you  to  pay  lower  wages,  and  we  will  have  worse  social  service  than 
anywhere  else.  "    We  will  even  give  tax  abatements  worth  hundreds  of  millions  of 
dollars  to  specific  companies  to  bribe  them  to  stay  in  New  York. 

New  York  grew  up  because  of  its  geographic  advantages.  We  have  one  of  the  greatest 
ports  in  the  world.  We  are  located  at  the  entrance  to  the  only  sea  level  route  to  the 
interior  of  the  continent  from  the  eastern  seaboard.  From  any  other  entry  point  on 
the  eastern  seaboard,  you  must  cross  mountains  to  get  to  the  interior.  Crossing 
mountains  whether  by  mule,  truck  or  airplane  takes  energy  and  energy  is  expensive. 

For  135  years  the  leaders  of  our  region  made  sure  that  what  we  would  call  today 
"  government  infrastructure  projects  "  were  designed  and  built  to  exploit  our  natural 
advantage  and  to  keep  us  a  generation  ahead  of  rival  ports.  Farsight ed  statesmen 
built,  first  the  Erie  Canal  and  then  the  Erie  Lackawanna  Railroad . . . 

In  1820,  New  York  handled  three  percent  of  the  nation's  shipping.  In  1830,  after 
the  1825  completion  of  the  Erie  Canal,  New  York  handled  37 percent  of  the  nation 's 
shipping.  By  the  turn  of  the  century.  New  York  traffic  to  the  West  was  450  times  that 
of  Philadelphia  and  Baltimore  combined.  But  our  infrastructure  development  was 
never  completed.  Alone  among  major  ports,  we  never  built  a  bridge  or  tunnel  for 
nul freight  traffic  across  our  river. 

In  the  last  35  years  we  have  forgotten  our  century  long  tradition  of  maintaining  the 
infrastructure  to  keep  our  port  pre-eminent.  We  did  not  complete  and  rationalize  the 
rail  freight  network  to  our  port.  We  allowed  the  Port  Authority  to  build  the  region 's 
major  container  ports  on  Newark  Bay  instead  of  New  York  Harbor.  We  allowed  the 
virtual  abandonment  of  the  float  system  which  used  to  float  rail  cars  across  the  Harbor 
.  on  barges.  We  even  allowed  the  Final  Plan  for  Conrail  to  abandonfreight  services  east 
of  the  Hudson.  In  the  1960s  the  obsolescence  of  the  region 's freight  system  led  to  the 
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failureof  every  rail  carrier  servicing  the  Port  of  New  York. 

Numerous  rail  barge  services,  which  linked  the  City  to  the  nation  using  19th  century 
technology, closed.  Over600,000industrialjobswerelostinasevenyearperiod.  In 
the  1980s  we  lost  another  30  percent  ofourindustrialjobs.  This  continuing  catastrophe 
eclipses  even  the  present  disaster  on  Wall  Street.  -r 

The  cumulative  result  has  been  to  destabilize  New  York  City 's  economy  by  making 
it  almost  entirely  dependent  on  service  industries. 

Although  lack  of  rail  freight  access  is  the  largest  reasonfor  New  York 's  extraordinary 
industrial  decline,  several  factors  have  combined  to  attack  New  York's  industrial 
base.  The  three  largest  factors  have  been:  the  collapse  of  our  freight  rail 
transportation  system,  the  high  cost  of  space,  and  the  high  cost  of  energy. 

Vie  City  cannot  hope  to  hold  or  attract  employers,  particularly  in  the  service 
industries,  by  attempting  as  it  is  now  doing,  to  compete  with  other  regions  in  offering 
an  environment  of  lower  taxes,  lower  wages  and  reduced  social  services. 

If  we  are  to  rebuild  our  economy,  we  must  re-establish  an  anchor  industry  that  will 
provide  reasons  for  the  service  industries  to  locate  or  remain  here,  and  that  relies 
on  the  City 's  unique  -  and  immovable  -geographic  advantages.  In  short,  we  must 
re-establish  New  York  as  the  major  port  and  industrial  center  in  the  East  -  as  a  place 
which  is  worth  doing  business  in. 

To  do  this  we  must  correct  our  massive  economic  blunder.  Atlantic  trade  is 
increasingly  flowing  to  the  ports  of  Norfolk  and  Baltimore.  It  is  now  predictable  that 
in  ten  years,  essentially  all  Atlantic  trade  will  flow  through  Norfolk.  This  is  in  spite 
of  the  fact  that  New  York  is  3/4  of  a  day  sailing  time  closer  to  European  ports  than 
Norfolk  and  1  and  1/2  days  closer  than  Baltimore--  twice  as  much  round  trip.  This 
means  that  at  $30,000  a  day  to  operate  a  modem  freighter.  New  York  enjoys  a 
$45,000  per  trip  economic  advantage  over  Norfolk,  and  over  $90,000  over 
Baltimore.  This  natural  advantage  is  completely  offset  by  the  lack  of  a  direct  modem 
rail  freight  access  to  a  container  port  facility  in  New  York. 

Only  several  months  ago,  Mayor  Dinkins proposed,  and  the  City  Council  agreed,  to 
abolish  the  Department  of  Ports  and  Trade,  and  to  incorporate  it  into  a  renamed  Public 
Development  Corporation  -  a  real-estate-oriented  agency. . . 

The  current  State  budget  includes  $2  1/3  billion  for  capital  improvements  on  our 
highway  system  and  zero  for  rail  freight  and  port  improvements. 
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Building  the  new  transportation  system  is  not  a  make-work  program.  It  is  an  investment  in  a  modem 
economy  for  the  entire  region. 


3.    Restore  the  value  of  a  high  school  diploma. 

By  comparison  with  other  states  New  York  already  makes  enormous  investments  in 
education  and  training,  albeit  less  than  what  is  needed.  It  is  one  of  the  state's  greatest  competitive 
strengths. 

In  a  1990  document  Schools  for  the  Future  the  New  York  State  Business  Council  and  the 
New  York  State  AFL-CIO  jointly  outlined  new  education  ideas  that  could  make  the  state  an  even 
more  powerful  economic  competitor. 

The  United  States  faces  dramatic  new  challenges  in  a  changing  world  economic  order;  we 
need  dramatic  improvement  in  the  performance  of  our  educational  system  if  we  are  to  meet  those 
challenges.  Unless  we  get  better  performance  from  our  schools,  we  are  condemning  the  United 
States  to  status  as  a  second-class  economic  power  —  and  condemning  untold  hundreds  of  thousands 
of  our  young  people  to  a  life  without  meaningful  employment. 

In  the  face  of  these  challenges,  we  believe  New  York  State  must  move  aggressively  to 
upgrade  our  expectations  for  educational  outcomes  ~  and  to  use  the  skills  of  our  education 
professionals,  and  the  discipline  of  accountability,  in  meeting  those  higher  expectations. 

Our  program  for  the  schools  is  focused  on  upgrading  the  objectives,  and  restructuring  the 
work,  of  our  school  system.   Specifically,  we  would: 

•  Establish  the  highest  international  standards  for  the  educational  process,  gearing  diploma 
and  other  credentialing  requirements  to  the  increasing  demands  of  a  highly  competitive 
world. 

•  Restructure  our  schools  to  ensure  that  parents  and  the  community  can  demand  high 
performance  from  our  schools  -  and  to  ensure  that  the  managers  and  staff  of  the  schools  have 
the  flexibility  needed  to  respond  to  the  demands  for  better  performance. 

The  Board  of  Regents  took  the  first  step  in  this  direction  by  adopting  the  following  simple 
but  significant  policy  statement:  "  All  recipients  of  a  local  or  Regents  Diploma  should  be  prepared  for 
immediate  employment  and/orpost-secondary  education.  "  The  Anderson  Committee,  representing 
a  broad  cross-section  of  the  educational  community  as  well  as  labor  and  business,  found  that  our  school 
system  is  not  geared  to  turning  out  young  people  who  have  the  skills  our  society  needs  —  and  that  our 
economy,  and  our  democratic  way  of  life,  demand.  The  committee  found,  and  we  concur,  that  New 
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York  must  raise  its  performance  expectations  to  produce  high  school  graduates  who  are  qualified  to 
begin  work  or  enter  college.  We  wholeheartedly  endorse  the  committee's  key  recommendations: 

•  Raise  performance  expectations  for  all  students  in  the  core  areas  of  reading,  writing,  and 
mathematics  to  world-class  levels. 

•  Eliminate  the  general  diploma.  ' 

•  Change  the  primary  focus  of  the  Education  Department  from  emphasis  on  education 
procedures,  to  an  emphasis  on  educational  outcomes.  Focus,  that  is,  not  on  rules  about  how 
many  and  what  kinds  of  classes  students  must  attend  —  but  instead,  on  what  they  must  know 
and  be  able  to  do  before  they  graduate. 

We  recommend,  therefore,  that  the  Regents  move  vigorously  to: 

•  Implement  the  New  Compact  for  Learning. 

■  Recognize  the  role  of  teachers  statewide  in  helping  to  determine  structure,  curriculum, 
teaching  methods  and  other  facets  of  the  educational  experience  in  individual  schools  by 
supporting  site-based  management  and  shared  decision-making. 

•  Authorize  "leading  edge"  experiments  in  a  large,  diverse  and  representative  sampling  of  the 
state's  schools,  in  which  deregulation,  and  autonomous  decision-making,  would  proceed  at 
a  much  faster  pace  than  in  schools  generally.  This  would  speed  up  the  development  and 
recognition  of  the  most  effective  new  strategies. 

Business  and  labor  must  accept  a  special  responsibility  to  report  back  to  the  schools  on  the 
changing  needs  of  the  workplace,  and  on  the  impact  of  educational  reform  on  the  preparedness  of 
entering  workers  in  the  years  ahead.  Specifically,  labor  and  business  must  take  a  leading  role  in 
identifying  the  knowledge  and  skills  required  in  high  performance  workplaces  and  work  together 
to  establish  the  highest  standards,  assist  in  establishing  new  authentic  forms  ofassessment  and  create 
a  system  of  credentialing  that  will  incorporate  the  standards  and  be  portable.  Business,  industry  and 
labor  must  also  develop  procedures  that  link  the  opportunity  to  work  to  school  performance. 

The  public  must  be  prepared  to  support  radical  and  continuing  change  in  the  educational 
system  ~  a  system  which  has  fallen  behind  in  the  rapidly  growing  demands  of  our  economy  and  of 
the  society  and  the  world  in  which  we  live. 

The  New  York  State  AFL-CIO  encourages  the  Board  of  Regents,  the  State  Education 
Department  and  state  political  leaders  to  move  swiftly  to  adopt  the  Task  Force  on  Career  Pathways 
recommendations  outlined  in  the  vepon  Education  That  Works:  Creating  Career  Pathways  for  New 
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York  State  Youth.  The  task  force  included  representatives  of  labor,  business,  education,  and 
government.  Delegates  to  the  27th  Constitutional  Convention  of  the  New  York  State  AFL-CIO  in 
September  1992  unanimously  adopted  a  resolution  endorsing  the  report  and  urged  the  state  AFL-CIO 
and  its  affiliates  to  support  and  actively  participate  in  implementing  the  report. 

The  state  AFL-CIO  also  urges  implementation  of  the  State  Education  Department's  paper 
Preparing  Youth  for  the  Workplace:  An  Iruegrated  Approach.  The  recommendation  of  the  Career 
Pathways  report  and  the  SED  paper  -  to  create  a  competitive  workforce  second  to  none  -  is  consistent 
with  the  principles  outlined  in  the  state  AFL-CIO  and  Business  Council  document  Schools  for  the 
Future. 

The  state  AFL-CIO  commends  Governor  Mario  Cuomo,  Lt.  Gov.  Stan  Lundine  and  the 
State  Job  Training  and  Partnership  Council  for  continuing  leadership  in  pushing  for  full 
implementation  of  the  Career  Pathways  report.  The  state  federation  calls  for  full  and  active 
participation  of  organized  labor  in  its  implementation. 

The  New  York  State  AFL-CIO  convention  delegates  also  adopted  a  resolution  "  to  convene 
leaders  across  New  York  State  to  develop  a  public  policy  position  which  vigorously  promotes  the 
establishment  of  workplace  education  and  training  programs  for  all  workers. "  Working  with  a  grant 
from  the  State  Education  Department,  the  State  AFL-CIO  convened  such  a  group  and  launched  a 
comprehensive  review  of  workplace  learning  activities.  Questionnaires  have  been  sent  to  business 
and  labor  organizations  regarding  workplace  learning.  The  results  will  be  tabulated,  analyzed  and 
interpreted.  A  policy  paper  will  be  prepared  and  a  statewide  conference  held  focussing  on  methods 
to  improve  and  upgrade  workplace  learning  programs. 

The  state  AFL-CIO  will  work  with  its  partners "  to  encourage  public  and  private  investment 
in  our  greatest  asset...  our  working  men  and  women."  With  respect  to  economic  development, 
workers  should  be  treated  as  assets  to  be  developed,  not  costs  to  be  controlled. 

The  New  York  State  AFL-CIO  also  recognizes  the  essential  role  that  the  state's  system  of 
higher  education  plays  in  promoting  the  state' s  economy.  The  state' s  higher  education  system,  long 
recognized  as  a  major  asset  to  the  state's  economic  development,  has  recently  been  battered  by  cuts 
in  programs,  staff  and  services. 

Our  system  of  higher  education  not  only  educates  students  for  future  employment  in  a  wide 
variety  of  occupations  and  professions,  but  also  serves  the  state's  economy  through  its  library  and 
information  systems  and  research. 

New  York  State' s  efforts  to  revitalize  its  economy  and  prepare  workers  of  all  levels  to  function 
effectively  in  dramatically  changing  workplaces  will  fail  unless  our  system  of  post-secondary 
education  from  community  colleges  to  universities  is  given  the  financial  support  it  needs.  Support  of 
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SUNY  and  CUNY  as  the  state's  publicly  funded  higher  education  institutions,  must  again  become  a 
priority  for  the  governor  and  state  legislature.  .     .  , '.  r  ., 

4.     Raise  the  cost  to  corporations  of  leaving  New  York  Slate. 

More  than  one  observer  has  commented  that  when  public  policy  talks  about  creating 
incentives,  employers  get  the  carrots  and  workers  get  the  sticks.  In  the  case  of  the  investment  bank 
Morgan-Stanley 's  threatened  move  to  Connecticut,  Crain's  New  York  Business  stridently  called  for 
City  and  State  subsidies.  Crain's  predicted  that  much  of  Wall  Street  would  flee  to  Stamford  unless 
tens  of  millions  of  dollars  were  handed  to  Morgan  Stanley.  When  Morgan  Stanley  prevailed,  DED 
officials  hailed  the  subsidy  as  a  victory  for  New  York.  Some  victory. 

If  incentives  for  job  creation  and  retention  are  legitimate  tools  of  public  policy,  balance 
requires  public  policy  disincentives  for  corporate  flight  as  well: 

1 .  Go  beyond  existing  law  (WARN,  EDWAA,  etc.)  Advance  notice  of  impending  layoffs, 
dismissals  and  plant  shutdowns  should  be  given  to  government,  affected  trade  unions  and 
individual  workers  as  soon  as  the  employer  contemplates  the  decision.  Since  in  many  cases 
the  lag  time  between  shutdown  and  a  new  startup  or  conversion  of  an  abandoned  facility 
is  three  to  five  years,  and  in  many  other  cases  conversion  is  never  made,  a  one-year 
mandatory  prenotification  period  is  not  unreasonable. 

2 .  Employers  have  a  duty  to  show  cause  why  they  must  shut  down ,  move  operations,  reduce 
the  work  force  or  make  other  planned  dismissals.  Accurate  information  about  a  firm's 
financial  condition,  costs  and  profits  is  essential  to  evaluate  the  necessity  of  a  recision,  move 
or  shutdown.  Production  of  these  data  and  financial  records  must  be  subject  to  subpoena 
powers,  and  not  left  to  voluntary  compliance  or  to  time-consuming  legal  discovery 
proceedings.  It  should  be  mandatory  for  companies  to  bargain  with  unions  over  shutdown 
and  cutback  decisions,  not  just  over  the  effects  of  those  decisions  as  now.  The  company 
must  offer  to  begin  such  bargaining  well  in  advance  of  implementing  its  decision. 

3.  Reasonable  proposals  by  trade  unions,  impacted  workers,  and  government  to  avert 
shutdown  or  dismissals  must  be  given  a  fair  hearing  and  guaranteed  a  fair  chance  to  be 
implemented. 

4.  Economic  and  social  studies  assessing  employment,  income,  housing  market  and  general 
business  activity  within  the  impacted  community  ~  made  by  a  proper  government  agency 
~  should  be  mandatory. 

5.  Failure  tocomply  with  theadvance  notice,  duty  to  provide  accurate  information,  mandatory 
impact  study  and  other  requirements  should  invoke  stiff  penalties.    In  the  event  a  firm 
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proceeds  to  move  or  shut  down  or  implement  a  recision  after  failure  to  show  cause,  it  should 
lose  tax  incentives,  credits  and  subsidies,  be  liable  for  the  full  cost  of  adjustment  assistance 
and  in  certain-circumstances  face  debarment  from  bidding  on  contracts. 

6.  Unless  show-cause  hearings  determine  otherwise,  development  of  an  alternative 
production  plan  for  an  abandoned  facility  should  be  also  mandatory  and  must  include  a  survey 
of  market  potential  for  alternative  products  or  services.  Alternative  production  plans  which 
are  developed  should  meet  emerging  or  unmet  national  priorities. 

7.  Targeted  federal  and  state  procurement  should  be  utilized  in  support  of  alternative 
productive  plans,  and  to  prevent  dislocation. 

8.  Communities  that  lose  tax  revenues  as  a  result  of  a  plant  shutdown  must  be  compensated 
in  order  that  vital  services  are  not  impaired  or  interrupted. 

9.  State  and  local  tax  abatements  and  tax  exempt  industrial  development  revenue  bonds  used 
to  lure  plants  and  industries  from  one  region,  state  or  community  to  another  must  be 
abolished. 

10.  To  coordinate  implementation  of  the  above  recommendations,  appropriate  labor  market 
bodies  at  the  national,  regional,  and  community  levels  —  as  well  as  workplace  adjustment 
and  planning  groups  when  needed  ~  must  be  created. 

Some  new  developments  are  noteworthy.  Taking  a  cue  from  the  state  and  local  government 
sanctions  imposed  against  companies  that  do  business  with  South  Africa,  legislation  was  recently 
drafted  in  New  Jersey  that  would  establish,  in  concert  with  other  states,  a  Multistate  Industrial 
Retention  Commission  which  would  recommend  sanctions  against  runaway  companies.  The 
initiative  is  designed  to  use  the  combined  power  of  state  public  employee  pension  funds  to 
discourage  companies  from  relocating  either  across  state  lines  or  overseas  in  pursuit  of  lower  wages 
or  fewer  regulations.  The  pension  funds  would  impose  such  sanctions  as  the  divestiture  of  assets 
held  in  "  runaway"  companies,  public  contracting  restrictions  or  the  denial  of  economic 
development  assistance,  including  tax  rebates  or  subsidized  financing. 

A  new  legal  ruling  may  help  put  an  end  to  bidding  wars  among  communities.  Judge  Donald 
Shelton  ruled  in  favor  of  the  township  of  Ypsilanti,  Michigan  that  GM  had  an  obligation  to  preserve 
jobs  in  its  Willow  Run  plant.  Ypsilanti  argued  that  GM  promised  verbally  in  a  public  meeting  to  keep 
the  plant  open  in  the  township  when  it  accepted  $  1 . 3  billion  in  tax  abatements.  The  ruling  temporarily 
halted  GM's  plans  to  move  operations  to  Arlington,  Texas  which  had  been  the  focus  of  a  heated 
dispute  between  state  and  local  governments  last  year.  GM  is  seeking  an  emergency  appeal  hearing 
before  the  Michigan  Court  of  Appeals.  If  the  ruling  is  upheld,  GM  would  have  to  continue  producing 
cars  at  the  Willow  Run  plant  beyond  the  planned  shutdown  scheduled  for  summer  1993. 
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In  the  New  York  State  Legislature  a  bill  (S3597\  A6068)  has  been  introduced  with  provisions 
that,  where  the  state  has  given  a  loan ,  tax  abatement  or  other  incentive  to  a  New  York  based  company 
and  the  company  subsequently  leaves  New  York  or  significantly  reduces  its  operations  here,  the 
agency  or  public  authority  which  provided  the  incentive  may  demand  immediate  repayment  with 
interest. 


5.   Revive  the  construction  industry,  and  build  affordable  housing  for  working  people  first. 

An  economy  that  tolerates  50%-plus  joblessness  rates  while  possessing  the  most  skilled, 
productive  construction  workers  in  the  world  is  committing  suicide.  A  comprehensive  program  to 
stimulate  the  economy  and  create  jobs  should  be  the  highest  federal  economic  priority. 

Spending  on  construction  sends  ripples  of  economic  stimulus  throughout  the  whole 
economy.  The  AFL-CIO  estimates  that  one  billion  dollars  spent  on  construction  contracts  for 
infrastructure  would  directly  generate  15,000  to  20,000  jobs,  about  half  in  construction  and  the 
other  half  in  manufacturing,  trade,  transportation  and  services.  Infrastructure  program  matching 
requirements  imposed  on  cities  and  states  in  order  to  obtain  federal  funds  should  be  waived 
temporarily,  or  deferred  in  view  of  the  fiscal  crisisof  states  and  cities  because  of  high  unemployment, 
declining  personal  incomes,  and  prolonged  economic  stagnation. 

A  healthy  economy  provides  affordable,  decent  housing  for  its  workers.  This  was  the  history 
of  New  York  when  it  was  growing.  New  York  City  used  to  have  many  stable  working  class  housing 
districts.  This  simple  notion  was  lost  in  the  New  York  of  the  1980s.  More  companies  leave  New 
York  because  their  employees  can't  live  in  New  York  than  because  employers  can't  or 
won't  pay  New  York  taxes.  Add  to  this  the  criminal  failure  by  public  officials  to  end  homelessness, 
and  housing  becomes  a  priority  economic  and  social  investment. 

New  York  has  a  ready  pool  of  highly  trained,  technically  skilled  construction  workers,  vast 
areasofpublicly  owned  land,  and  largecapitalpoolsof  pension  funds.  It  also  has  thousandsof  young 
people  looking  for  meaningful  work.  Labor  calls  for  a  House  New  Yorkers  For  A  Better  New 
York  Program  that  builds  affordable  housing.  Apprenticeship  is  the  backbone  of  the  construction 
industry.  Apprenticeship  should  be  expanded  into  new  areas  of  the  economy,  including  services  and 
the  professions. 


6.    Make  the  state  tax  system  more  progressive  and  end  the  state  fiscal  crisis,  now  in  its 
fifth  year  and  seemingly  chronic. 

Other  states  ~  notably  California  -  have  a  worse  fiscal  problem  than  ours,  but  our  state  fiscal 
crisis  is  bad  and  shows  few  signs  of  abating.  The  state  isn't  raising  enough  revenue  to  meet  our  needs, 
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partly  because  it  is  mired  in  an  economic  slump,  partly  because  the  tax  system  suffers  technical  flaws 
and  partly  because  the  tax  system  isn't  progressive  enough. 

In  Taxes  We  Can  Live  With,  published  in  March  1991,  the  state  labor  movement  outlined 
a  plan  to  close  the  deficit  through  a  restructured,  more  progressive  state  tax  system,  more  reliant 
on  the  "  workhorse"  of  the  state  revenue-raising  system,  the  Personal  Income  Tax  (PIT).  Act  on 
the  recommendations  of  Taxes  We  Can  Live  With.  Every  scientific  study  ever  done  shows  that  taxes 
are  not  dominant  in  business  location  decisions.  Similar  conclusions  have  been  reached  in  studies 
carried  out  by  the  Fiscal  Policy  Institute. 

A  vibrant  public  sector  is  a  key  to  economic  development.  That  is  what  taxes  pay  for. 
Compared  to  its  economic  competitors,  the  U.S.  drastically  underfunds  its  public  sector,  with 
proven  negative  impacts  on  private  sector  productivity.  The  "  privatization"  drive  fashionable  in 
some  government  circles  is  thus  both  illogical  from  the  standpoint  of  economic  development  and 
tantamount  to  public  sector  union-busting. 

In  1987  New  York  State  enacted  sharp  rate  cuts  in  the  PIT  lured  by  the  promise  that  lower 
taxes  would  create  competitive  advantages.  The  lost  revenue  was  to  be  restored  by  expanding  the 
tax  base  via  the  pass-through  of  federal  tax  reforms  just  completed.  The  expanded  base  was 
overestimated  in  New  York  as  it  was  nationwide.  The  tax  cut  alone  cost  the  state  $2.3  billion  yearly. 

Labor's  tax  proposals  are  moderate.  There  is  room  to  raise  state  taxes  —  not  infinite  room, 
given  the  realities  of  interstate  competition  ~  but  room  enough  for  a  substantial  rise.  To  put  it 
bluntly,  the  reality  is  that  upper  income  groups  in  the  U.S.  and  New  York  are  the  most  undertaxed 
in  the  industrial  democracies.  In  Nelson  Rockefeller's  day  the  top  marginal  rate  of  the  PIT  was 
15  % .  It  is  now  below  8  % .  These  groups  got  huge  tax  breaks  in  the  last  twelve  years,  while  working 
people  shouldered  more  and  more  of  the  tax  burden. 

Restore  elasticity  to  the  tax  structure  to  meet  future  needs.  A  tax  system  is  elastic  if  revenue 
growth  keeps  pace  with  personal  income  growth.  Design  a  new  rate  and  bracket  schedule  for  the 
PIT.  For  example,  a  schedule  ending  with  a  13%  rate  on  taxable  income  above  $150,000  can  be 
constructed  to  yield  almost  $3  billion  additional  revenue.  Use  temporary  surcharges  to  offset  the 
temporary  effects  of  the  recession. 

This  is  not  a  "  soak  business"  or  "  soak  the  rich"  scheme.  It  has  now  been  more  than  five  years 
since  New  York  State  revised  its  tax  structure.  President  Clinton  has  pledged  to  make  the  federal  tax 
system  less  regressive.  It  is  a  logical  time  to  reassess  and  rethink  tax  policy,  in  light  of  the  growing 
body  of  evidence  that  the  rationale  supporting  mid- 1 980s  changes  in  federal  tax  policy  was  misguided 
at  best. 

New  York  State  needs  to  fix  its  flawed  tax  system.  Such  a  move  would  allow  New  York  State 
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to  avoid  harmful  tinkering  with  scattershot  increases.  It  will  prevent  cuts  in  services  painful  to  all  New 
Yorkers.  And  it  will  respond  to  the  growing  resentment  felt  by  average  citizens  that  the  system  favors 
the  rich  at  the  expense  of  the  great  majority. 


7.     With  new  economic  development  principles,  restructure  all  economic  planning  and 
development  authorities  and  agencies. 

The  joblessness  numbers  prove  these  bodies  are  not  getting  the  results  we  want.  First,  state 
government  should  address  the  complaints  of  industrial  unions  about  Industrial  Development 
Authorities  (ID As)  and  other  economic  development  programs.  Reports  by  Senator  Leichter  {A 
Kingdom  All  Their  Own),  the  Fiscal  Policy  Institute  {New  York  State's  Industrial  Development 
Agencies:  Boon  or  Boondoggle?)  and  the  work  of  Assemblyman  Pordum  disclose  the  dimensions 
of  the  problems  and  the  needed  reforms. 

Tame  the  Port  Authority 

The  Port  Authority  was  founded  in  1921  to  build  a  harbor  tunnel.  It  never  carried  out  the 
mission  for  which  it  was  founded. 

Many  in  the  labor  movement  would  say  that  the  Port  Authority  -  the  most  powerful  of  all 
economic  development  agencies  ~  has  the  most  to  answer  for.  They  would  say  it  does  not  need 
to  be  reformed.  It  needs  to  be  re-imagined. 

We  need  a  public  authority  -  democratically  controlled  —  with  responsibility  for 
development  of  the  City's  freight  transportation  infrastructure.  To  challenge  Port  Authority 
priorities  is  to  confront  the  seemingly  all-powerful  real  estate/banking  complex  that  lies  behind  both 
the  Port  Authority  and  politics  in  New  York  City.  But  it  must  be  done,  or  the  downward  spiral 
of  the  City  and  State  economy  will  worsen. 

The  Port  Authority's  most  important  failing  is  that  the  Port  of  New  York  continues  to  decline 
and  our  industrial  base  decays.  Another  key  failing  is  lack  of  democratic  governance.  The  PA  seems 
accountable  to  no  one.  It  is  resistant  to  public  scrutiny. 

In  a  hard-hitting  series  by  New  York  Newsday.  it  was  disclosed: 

Item:  Since  the  mid-1960s  the  New  Jersey  side  of  the  Hudson  River  has  been  the 
focus  of  containerport  operations  and  rail  freight  service,  despite  the  fact  that  most  of 
the  region's  workers  and  economic  activity  is  east  of  the  Hudson  River,  i.e.  in  New 
York  State. 
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ltem:0\tx  in  New  Jersey,  Newark  Airport  is  expanding  to  handle  a  doubling  in 
overseas  traffic,  a  monorail  is  under  construction,  and  more  New  Yorkers  than  ever 
are  crossing  the  Hudson  to  fly  from  a  booming  operation  hailed  as  the  metro  region's 
next  "  gateway"  to  the  world.  Here  in  New  York,  Kennedy  Airport  is  aged  and 
fraying,  struggling  to  rebound  from  a  four-year  slump  in  its  business,  and  dotted 
with  the  wreckage  of  a  $3  billion  redevelopment  project  gone  bust. 

Item.Ntw  Jersey  Governor  Jim  Florio  recently  announced  a  development  program 
to  lure  business  through  subsidies  financed  with  Port  Authority  money. 

Powerful  interests  in  finance,  insurance  and  real  estate  (FIRE)  do  not  want  to  hear  that  they 
are  not  the  linchpin  of  the  New  York  City  and  State  economic  development.  They  do  not  want  to 
hear  that  maritime  and  rail  are  key  to  turning  around  New  York's  decline. 

We  argue:  new  infrastructural  investments  should  go  where  they  generate  most  jobs  for  the 
region.  Putting  the  facilities  in  Port  Elizabeth  defied  economic  development  logic.  Obviously, 
there  is  no  thought  of  diminishing  investment  and  employment  west  of  the  Hudson.  But,  ship 
technology  and  geography  argue  for  putting  new  port  infrastructure  investments  in  Brooklyn,  a  sand 
bar  that  can  accommodate  ships  of  any  size.  Clearances  of  50  feet  are  needed  on  the  new  ships. 

New  York  City  manufacturing  has  been  hurt  by  the  lack  of  a  freight  rail  terminus  within 
itsboundaries,compellingdependenceon  higher-cost  modes  of  transport.  Is  it  too  late,  historically, 
to  reverse  the  running  down  of  New  York's  port  and  freight  rail  systems?  Nonsense.  To  argue 
that  is  to  argue  that  it  is  too  late  for  New  York  to  prosper  again.  If  a  crisis  get  bad  enough,  public 
policy  can  find  a  way  to  undo  even  long-standing  mistakes. 

Nobody  today  says:  it's  too  late  to  revamp  the  U.S.  health  care  system;  we  have  travelled 
too  far  down  the  road  of  dependence  on  private  carriers  and  employment-based  plans.  The  severity 
of  the  health  care  crisis  will  force  systemic  change.  Necessity  is  the  mother  of  invention.  The 
economic  question  for  New  York  is:  how  much  further  must  the  City  and  State  decline  before  there 
is  recognition  of  the  need  to  reinvent  state  economic  strategy? 


8.  Make  the  redevelopment  of  manufacturing  industry  a  top  state  priority.  Success  must  be 
measured  by  an  expansion  of  state  manufactuiing  employment.  Serious  plans  set  goals 
and  timetables. 

The  dominant  view  of  too  many  in  state  government  —  seldom  expressed  openly  —  is  that 
manufacturing  is  a  lost  cause.  Many  think  that  nothing  can  stem  its  decline.  They  offer  instead  visions 
of  an  "  information  economy"  with  high-paid  intellectuals  working  in  New  York,  and  low-paid 
foreigners  making  things  somewhere  else  in  the  world. 
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We  categorically  reject  the  view  that  the  best  that  can  be  hoped  for  is  a  slowing  of  the  decline 
of  manufacturing.  This  defeatist  assumption  has  paralyzed  public  discourse  on  the  economic  future 
of  New  York.  Incidentally,  the  low-paid  workers  are  not  all  overseas.  Many  are  in  sweatshops  in 
the  cities  of  our  state.  Sweated  labor  flips  hamburgers  in  fast  food  establishments  or  works  in  the 
hidden  parts  of  the  information  economy  ~  the  minimum-wage  back  offices. 

Already  the  drumbeat  of  criticism  of  President  Clinton's  pledge  to  "  grow  the  economy," 
including  the  manufacturing  sector,  is  heard  from  the  intellectually  bankrupt  establishment  of  the 
American  economics  profession.  The  New  York  Times  headline  is:  Clinton  Job  Plan  Meets 
Skepticism.  The  subhead  reads:  Question:  How  can  I  add  more  factory  jobs?  Answer:  You 
can't.  (December  27,  1992) 

It's  dead  wrong.  Japan  has  over  30  percent  of  its  workforce  in  manufacturing.  Germany 
has  almost  40  percent.  TheU.S.  comes  in  around  17% .  Both  are  beating  us  in  world  markets.  A  world- 
class  economy  is  a  diverse  economy.  It  makes  products  using  state-of-the-art  technology  and  skilled 
labor.  Its  manufacturing  prowess  enables  it  to  easily  provide  services  for  people  and  for  business. 
It  constantly  repairs  and  builds. 

New  York  in  the  last  decades  put  all  its  economic  eggs  in  the  sector  called  by  economists 
FIRE  ~  Finance,  Insurance,  Real  Estate.  When  the  recession  hit  FIRE,  we  all  got  burned.  The 
social  costs  of  the  destruction  of  manufacturing  in  New  York  are  all  too  clear. 

A  state  of  18  million  people  in  the  middle  of  a  region  with  twice  that  population  has  markets 
to  support  a  healthy  manufacturing  sector.  The  state  has  to  decide  it  wants  one. 


9.  Economic  development  for  all. 

In  the  useful  new  report  by  the  Cuomo  Commission  on  Competitiveness  America 's  Agenda: 
Rebuilding  Economic  Strength,  the  Critical  Issues  of  1992  and  Beyond  and  What  ToDo  About  Them 
(November  1992),  the  authors  correctly  observe: 

If  the  past  decade  has  taught  us  any  lesson,  it  is  this:  we  cannot  prosper  as  a  nation  unless 
the  majority  of  Americans  prosper,  and  the  majority  cannot  prosper  if  the  most  disadvamaged 
are  excluded.  Inclusion,  on  the  other  hand,  makes  good  economic  sense:  distributing 
employment  opportunities  as  widely  as  possible  builds  a  broad  and  stable  base  for  consump- 
tion. Growing  markets  in  turn  attract  investment  and  propel  economic  growth. 

This  state  needs  to  produce  more  wealth,  and  distribute  it  so  that  its  workers  can  live  better. 
In  the  years  1980- 1992  New  York  working  people  suffered,  but  the  pain  was  not  distributed  evenly. 
The  inner  cities,  minority  groups,  people  of  color,  and  many  of  the  new  immigrants  suffered  the  most. 
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Rebuilding  New  York  means  choosing  policies  that  take  into  account  those  who  suffered  the  greatest 
hardship  in  the  bad  years. 

Re-industrializing  New  York  --  rebuilding  manufacturing  and  maritime  in  the  first  place  ~  is 
the  fast  way  to  create  opportunities  for  these  very  groups.  It  is  estimated  that  in  New  York  City  about 
70%  of  manufacturing  jobs  are  held  by  African-American  and  Hispanic  workers. 

But  the  old  saying  "A  rising  tide  lifts  all  the  boats"i%  not  enough.  Special  measures  are 
needed.  In  the  early  1990s  the  American  labor  movement's  commitment  to  affirmative  action  is 
a  long-settled  historical  question.  But  in  practice,  with  mass  unemployment  intensifying  worker 
insecurity  and  sharpening  racial  tensions,  with  fierce  inter-community  conflicts  in  New  York  City 
and  elsewhere,  it  is  still  no  easy  matter  for  unions  to  make  progress  on  that  commitment. 

The  recent  Project  Pathways  Memorandum  of  Understanding  deserves  special  notice  and, 
perhaps,  points  a  way  forward  to  an  economy  of  inclusion.  Partners  to  the  agreement  are  the  New 
York  City  School  Construction  Authority,  the  Board  of  Education,  and  the  Building  and 
Constructions  Trades  Council  of  Greater  New  York. 

The  Council  and  about  20  of  its  affiliated  unions,  agreed  to  the  new  vocational  school 
recruitment  provision  for  unionized  contractors  involved  in  bidding  on  New  York  City  school 
building  projects.  These  projects,  at  $1  billion  a  year,  are  the  single  biggest  source  of  public 
construction  jobs  in  a  city  that  has  seen  construction  come  to  a  standstill.  There  are  difficulties  in  this 
approach,  but  it  could  be  a  "  win-win"  solution:  more  public  work  for  unionized  contractors  and 
construction  workers,  more  opportunities  for  minority  young  people  coming  out  of  the  City  school 
system,  strengthened  apprenticeship  programs,  and  better  links  between  school  and  work. 

The  U.S.  in  the  1970s  and  1980s  received  the  greatest  wave  of  immigration  since  the  first 
decades  of  the  20th  century.  Many  came  to  New  York.  The  metropolis  has  not  been  lucky  in  the 
recent  past,  but  here  was  a  stroke  of  luck:  the  massive  in-migration  of  people  dropped  an  immense 
human  resource  gift  at  New  York's  doorstep.  Does  this  City  and  State  make  room  here  for  these 
enterprising  new  Americans  -  most  of  whom  are  deadly  serious  about  creating  and  enjoying  wealth? 
Or  do  we  hang  out  a  sign  that  says,  in  effect.  Go  Westl  Only  a  more  prosperous  New  York  economy 
than  the  one  we  have  now  will  hold  these  people. 


10.     Culture  is  an  industry  in  New  York 

Culture  in  New  York  is  a  more  than  nourishment  for  the  mind  and  soul .  For  New  York  State, 
tourism  ~  dependent  both  on  New  York  City's  role  as  a  world  center  of  arts  and  entertainment  and 
the  natural  splendors  of  upstate  New  York  -  is  a  $  19  billion  dollar  anchor  industry.  From  Teamsters 
to  ballerinas,  this  sector  involves  tens  of  thousands  of  unionized  workers  directly  (actors,  musicians, 
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stagehands,  directors,  film  editors,  camera  crews,  etc.)  and  indirectly,  hundreds  of  thousands  (hotel 
trades  and  restaurant  employees,  cab  drivers,  transportation  workers,  etc.)  in  an  ever-widening  circle 
of  industry  interdependence. 

With  short-sighted  policies  ~  reduction  or  elimination  of  art  and  music  education  in  the  schools 
with  long-term  consequences  for  audiences,  exorbitant  hotel  room  taxes  that  drive  away  convention 
business,  zoning  laws  that  drive  out  artists,  severe  cuts  in  the  /  Love  New  York  ad  campaign, 
underfunding  film  development  offices  -  government  in  the  1980's  has  not  done  enough  to  keep 
New  York  City  the  cultural  center  of  the  nation  and  New  York  State  tourism  booming .  It  is  an  industry 
in  which  New  York  City,  in  particular,  has  an  immense  built  up  comparative  advantage. 

Foolish  public  policy  could  cause  that  advantage  to  be  lost.  And,  unlike  finance,  banking,  real 
estate  and  other  mobile  industries  that  Establishment  economic  development  wizards  have  been 
foolishly  counting  on,  a  world  cultural  center,  once  established,  is  not  so  easily  moved. 

A  1983  analysis  by  Port  Authority  economists  -  which  ought  to  be  updated  ~  estimated 
the  high  "  multipliers"  of  spending  in  the  arts  and  entertainment  sector.   Big  public  investments 
in  this  industry  and  the  larger  tourism  sector  make  perfect  economic  development  sense. 


11.  Create  a  New  York  Bank  for  Jobs  and  Economic  Development 

State  government  needs  enhanced  powers  to  implement  a  bold,  new  economic  vision.  State 
government  must  mobilize  capital  behind  a  new  state  economic  development  strategy.  Traditional 
methods  £U"e  not  working  well.  Organized  labor  worked  with  the  Cuomo  Administration  to  win 
enactment  of  the  1992  Jobs  For  the  New,  New  York  Bond  Act.  It  was  defeated.  The  political 
contradictions  of  mobilizing  capital  for  economic  development  projects  with  new  bond  issues  were 
too  great.  A  fresh  approach  is  needed,  especially  if  we  envision  much  more  ambitious  goals. 

By  combining  capital  from  the  existing  patchwork  system  of  public  benefit  corporations  and 
authorities,  with  private  money  from  New  York  commercial  and  investment  banks,  and  with  money 
from  public  pension  funds,  the  state  could  establish  an  institution  that  would  provide  badly  needed 
loans  for  entrepreneurs,  manufacturers,  and  co-operative  development  companies.  Thinking  within 
all  sections  of  the  labor  movement  on  how  to  wield  pension  power  in  the  interests  of  labor's 
economic  and  social  goals  is  far  advanced.  The  New  York  State  AFL-CIO  Pension  Task  Force, 
for  instance,  has  already  recommended  economically  targeted  investing  in  affordable  housing. 

Democratic  governance  of  such  an  institution,  if  it  were  to  be  created,  would  be  all-important. 
If  the  state  is  to  get  greater  development  powers,  there  must  be  enhanced  accountability  as  well, 
especially  if  workers  are  committing  their  pension  monies  to  the  new-institution. 
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12.      Genuine   economic  development  is  impossible   without  worker  participation. 
Strengthen  labor  rights  in  New  York  State. 

The  U.S.  economy  -  New  York  State  included  —  is  about  to  undergo  a  transition.  Sharper 
global  economic  competition ,  the  demands  of  apost-Cold  War  economy,  the  new  initiatives  from  the 
Clinton  Administration,  all  put  change  on  the  agenda  in  our  state  and  the  country  at  large. 

Change  can  cause  insecurity.  In  the  1980s  when  the  advocates  of  low-wage,  low-skill 
strategy  were  running  the  US  economy,  the  following  changes  were  visited  on  the  American  people: 
de-industrialization,  de-unionization,  trade  policies  that  exportU.S.  jobs,  lower  real  wages,  restricted 
access  to  health  care,  plummeting  public  health  standards,  a  plague  of  substance  abuse,  declining 
public  services,  a  widening  chasm  of  social  inequality,  grievous  new  inequities  in  the  tax  system,  and 
greater  insecurity  for  working  people.  It  is  as  if  in  their  demented  zeal  to  achieve  a  kind  of 
"  competitiveness"  by  driving  U.S.  standards  down  to  the  lowest  levels  in  the  world,  they  forgot  to 
ask:  competitiveness  for  what?  Competitiveness  is  only  good  if,  by  means  of  it,  people  live  better. 
An  economy  isn't  a  thing;  it's  the  way  people  are  organized  to  meet  their  material  needs. 

What  the  national  handlers  tried  to  do  in  the  last  twelve  years  produced  resistance  by 
ordinary  people.  It  took  a  thousand  forms.  The  final  act  of  resistance  was  the  ejection  of  President 
Bush  from  the  White  House.  But  change  is  coming.  Far-sighted  officials  who  want  to  win  broad 
public  support  for  progressive,  new  policies  to  adapt  to  the  inevitable  economic  transition  can  do 
so  by  winning  the  consent  and  involvement  of  the  most  important  organizations  of  working  people 
in  this  economy,  unions.  Working  people  will  resist  with  all  their  might  changes  that  heighten  their 
insecurity.  But  they  can  be  won  to  changes  which  are  accompanied  by  greater  say  over  their  own 
working  lives  and  which  respect  their  unions. 

A  world-class  economy  is  built  on  active  participation  by  skilled,  high-paid  workers.  All 
current  discussion  in  academic,  trade  union  and  public  policy  circles  about  the  way  technology  and 
global  competition  are  spurring  a  re-organization  of  work  involves  empowering  workers  in  the 
workplace.  All  fresh  thinking  about  new  kinds  of  industrial  relations  points  in  the  same  direction. 
The  assembly-line  system  of  mindless  repetition  is  increasingly  a  thing  of  the  past.  Unfortunately, 
the  discussion  often  ends  just  when  it  should  be  starting. 

These  are  ideas  whose  time  has  come.  Notions  about  empowering  workers  and  raising  skill 
levels  are  consistent  with  the  views  of  those  taking  over  the  US  Department  of  Labor.  Those  who 
followed  the  Little  Rock  Economic  Summit  will  recognize  the  new  administration's  stress  on  the 
economic  benefits  of  early  childhood  education,  day  care,  enhanced  vocational  and  higher  education, 
lifetime  training  and  retraining,  and  other  measures  connected  with  increasing  skill  levels.  Emphasis 
on  labor  quality,  not  tax  cuts  for  corporations  and  the  wealthy,  as  the  engine  that  drives  economic 
growth  was  the  major  consensus  position  that  emerged  from  the  Summit.  What  a  radical  departure 
these  ideas  are  from  the  doctrine  which  prevailed  over  the  past  decade  and  a  half. 

32  .    New  York  State  AFL-CIO 


304 

Toward  a  New  Economic  Strategy  for  New  York  State 


As  those  who  are  famihar  with  the  rationale  for  New  York' s  Excelsior  Award  know,  voluntary 
participation  by  workers  to  achieve  quality  and  productivity  can  only  be  achieved  in  workplaces 
where  there  is  respect  for  labor  rights.  A  cowed  workforce  at  risk  of  firing  for  talking  union  or 
threatened  by  loss  of  health  benefits  cannot  take  New  York  industry  into  the  next  century.  Labor 
rights  begin  with  the  right  of  the  individual  worker  to  organize  and  join  a  union. 

For  the  last  12  years  even  this  basic  right  has  not  been  secure  under  U.S.  labor  law.  The  U.S. 
is  the  only  country  in  the  industrialized  world  where  union-bashing  has  been  government  and 
business  policy. 

Respect  for  labor  rights  entails  respect  for  the  role  of  the  union  in  the  modem  economy. 
A  government  that  wants  to  encourage  cooperation  does  not  treat  public  employees  with  hostility. 
It  practices  cooperation  as  an  employer.  Government  in  the  1 990s  with  an  eye  to  success  in  the  global 
economy  cannot  be  neutral  on  the  role  of  unions,  let  alone  hostile.  It  is  not  a  coincidence  that  the 
decline  of  the  standard  of  living  of  the  American  people  happened  at  the  same  time  as  the  decline  in 
the  strength  of  the  American  labor  movement. 

New  York  State  cannot  be  revitalized  by  saving  money  through  the  use  of  prison  labor  to 
paint  bridges.  A  government  that  does  not  respect  seniority  and  find  the  ways  to  retrain  the  public 
workforce  is  in  no  position  to  urge  private  firms  in  the  state  to  retrain  their  workforce. 

Unions  are  a  brake  on  poverty.  Broken  unions  mean  that  the  brakes  fail.  Stock  prices  may 
go  up,  but  the  country  goes  to  hell.  Unions  do  the  job  that  government  starts.  Government  passes 
laws  on  minimum  standards.  Unions  help  enforce  them  and  spread  them. 

Building  a  world-class  economy  requires  federal  labor  law  reform  to  protect  the  rights  of 
workers  to  form  unions,  and  it  requires  full  acceptance  of  unions  as  partners  in  development  by 
all  levels  of  government. 
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CONCLUSION 

"  New  York  was  here  before  America.    We  inverued  banking.    We  inverued  the 
Midwest.   We  really  did.   They  all  came  here  to  New  York  City,  spoke  in  a  Babel. 
Then  they  worked  their  way  up  the  Hudson  River,  found  Albany. . .  They  did  Albany 
and  they  did  the  Erie  Canal  and  they  got  to  the  Great  Lakes.  Voila,  the  Midwest.  We 
made  Michigan.  We  created  all  those  places.  You  should  understand  that.  " 

Mario  Cuomo,  Governor  of  the  State  of  New  York,  December  18,  1992 

Hyperbole?  Of  course.  But  there  is  also  profound  historical  truth  in  this  theme  the  governor 
intends  to  develop  in  a  forthcoming  book  to  be  entitled  The  Real  New  York.  The  governor' s  obvious 
pride  in  his  state  is  the  same  spirit  which  infuses  this  call  by  the  New  York  labor  movement  for  a  new 
and  better  economic  strategy  for  New  York.  The  conventional  wisdom  is  wrong.  New  York  is  not 
fatalistically  destined  for  relative  decline.  If  our  state  faces  up  to  the  real  causes  of  decline  and  changes 
direction,  it  can  regain  economic  pre-eminence. 
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APPENDIX 

Developed  by  the  Corporation  for  Enterprise  Development  in  Playing  By  New  Rules:  Nine 
Economic  Development  Realities  for  the  90's,  the  following  principles  are  a  starting  point  for  a  new 
economic  strategy: 

Strong  economies  can  have  high  labor  costs.   Value  --  what  business  gets  for  what  it  pays 
—  is  really  what  matters. 

Today  t  most  successful  world-class  U.S.  companies  compete  on  the  basis  of  quality,  not 
cost. 

An  active  public  sector  helps  build  a  strong  economy  and  high  rates  of  growth. 

Public  investment,  if  made  strategically  and  thoughtfully,  can  enhance  the  productivity  and 
profitability  of  private  investment. 

Few  businesses  relocate.  Most  new  jobs  come  from  on-site  expansions  and  business  start- 
ups. 

Even  when  a  state  successfully  attracts  a  footloose  plant ,  the  chances  of  keeping  it  are  not  as 
great  as  keeping  an  existing  in-state  business. 

State  and  local  taxes  represent  only  a  small  portion  of  the  total  cost  of  doing  business. 
Tax  inducements  more  often  than  not  are  ineffective  at  attracting  businesses  to  a  specific 
location. 

Tax  incentives  are  not  the  litmus  test  of  whether  a  state  or  community  supports  business 
development. 

Manufacturing  remains  a  key  sector  of  our  economy. 

The  U.S. ,  as  well  as  other  leading  industrialized  nations,  have-  and  need — highly  successful 
manufacturingfirms  and  sectors. 
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Small  businesses  are  major  contributors  to  U.  S.  job  creation  and  economic  growth. 

Large  companies  cominue  to  play  an  important  role  in  generating  economic  growth. 

There  is  no  inevitable  conflict  between  growth  and  equity. 

In  a  knowledge-based  economy  ~  where  educated  and  skilled  people  provide  the  principal 
competitive  edge  -  public  investments  in  low  and  moderate  income  Americans  earn  a  good 
return.  Indeed,  they  are  essential  to  the  overall  success  of  the  U.S.  economy. 

Unions  are  present  in  high-productivity  firms  and  in  growing  national,  state  and  local 
economies. 

Unions  can  be  an  asset  in  forging  the  new  labor-managemem  programs  that  provide  firms 
and  workers  with  the  greater  flexibility ,  quality  and  innovation  necessary  to  compete. 

The  negative  economic  impacts  of  pollution  comrols  are  overstated,  and  the  positive 
economic  consequences  often  overlooked. 

Maintaining  and  improving  workplace  health  and  safety  standards  can  save  lives  and  dollars 
—  as  well  as  contribute  to  long-term  economic  well-being. 
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